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CHAPTER 9 


Income and Education: Does Education Pay 

^ ^ * * 


I T IS GENERALLY ACCEPTED, on more or less intuitive 
grounds, that income and schooling go together. Persons who have 
not gone beyond elementary school are seldom qualified to hold any 
but the most menial jobs, and persons who aspire to professional or 
managerial work generally need at least 4 years of college training. 
In a society where one- third of the salesmen and one-fourth of the 
office clerks have gone to college, the man who is inadequately schooled 
would appear to stand little chaftoe of achieving financial success. 

Statistical studies of the relationship between income mid school- 
ing tend to support our intuitive feelings on this matter. Numerous 
studies, conducted under varying economic conditions, have shown that 
persons with more schooling tend to earn more money. The studies 
support the thesis that investment in education provides, on the aver- 
age, a favorable return when compared with other investment yields. 
Despite the marked increase in recent years in the number of propor- 
tion of oollege graduates, for example, their relatively high incomes 
were maintained. Labor market demands for more highly educated 
people appear to have kept pace with the increased supply. During 
the past generation professional and managerial employment — two 
major outlets for the college-trained — increased 50 percent, absorbing 
the enlarged flow of college graduates. 

Education, however, is only (me of many factors that determine in- 
come; both inoome and education may be related to more fundamental 
traits like ability, drive, and imagination, or to family status and 
prestige in the community. The relationship between schooling and 
earnings may be spurious, and what essen tially may remain undis- 
closed are underlying causes both of advanced education and higher 
earnings, conditions such as superior intelligence, better home environ- 
ment, and greater opportunities both socially and economically. 

Recent analyses of retoms on investment in human resources have 
interpreted income increments accompanying additional years of 

•Spaetal aaatataat to tl» OS« of the Dinetor at tbo Bnwi at tfee Cenaoa, UJB. Depart- 
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schooling as the consequence of the schooling. It is generally as- 
sumed that the attainment of more schooling, particularly at the 
secondary and college level, in some measure improves the produc- 

, ol the individual, and thereby his economic contribution and 
earnings. 1 

Economists have long argued that earnings could be increased bv 
improving human capacity and productivity. This type of formula- 
tion was made 200 years ago by Adam Smith in his famous compari- 
son between investment in education and in a machine ; * * and it appears 
in similar form in current economic literature as well.* Very likely 
this same formulation underlies much of the emphasis placed on edu- 
cation by minority groups. , 

While I have on other occasions set forth findings from the Census 
Bureau’s population surveys on income differentials and education, 
findings that give support to the idea that college education pays 
off in enhanced earnings, the present chapter is designed to illustrate 
by two examples that we must consider the earnings returns to the 
individual cautiously. Education has many values, and these values 
are not measured exclusively by income returns. There are barriers 
to job opportunities and factors of selection among individuals and 
groups that interfere with a direct association between education and 
income. The time perspective we use to assess income yield may 
not be adequate; schooling itself delays employment and earnings, 
and generation-to-generation effects of education 4 such as those re- 
ported in the Brazer-David study elsewhere in this volume, do not 
often appear in the statistics. 

Some groups in the population, particularly nonwhites, have not 
realized income gains commensurate with increases in their education. 
Inuring all the years for which figures on income, education, and 
co ! are available, the correlation between income and education 
is much higher for whites than for nonwhites. Among nonwhite 
men 25-44 years old— an age group that has benefited from recent 
advances in education and from the migration of Negroes from south- 
ern farms, and one that also encompasses the period of peak earn- 
ings— elementary school graduates had about the same average income 
as high school graduates despite the 4-year difference in schooling. 
Moreover, during the past decade nonwhites have made far greater 
relative gains in education than have whites, but income differentials 


... **!*** •- «■* Economic Growth/' In National Society for 

Bd y* tk ? 81,U4th Yt4rb ®® k * *•**»» B. Henry, U., Pert 2, SooteJ fervor 
iufiumotmf iMrfo* UMNm, IM1, Unlvenlty o t Chieojo Preen, p. 4«-8S. 

> ^ lr — c/Vettem. Everyman'* Library. New York, B. p. Dutton. 

M * Missal i^ewberlPfle* P,U1 ,0m * tlo “ by Exertion. Journal of Political Boonomg, 

* See Harvey B. Eraser and Martin David, ch. f of this publication. 
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between the two groups have remained more or lees constant. Under 
conditions that prevailed in 1949, male college graduates could have 
expected to earn about $296,000 over a lifetime.* * For whites the 
average was about $300,000, as compared with only $183,000 for non- 
whites and -the nonwhite college graduate could expect to earn no 
more over, a lifetime than the white with only 8 years of schooling. 

An analysis of income changes for veterans also raises some ques- 
tions about the extent to which education is primarily responsible 
for the income gains made by veterans of World War II. Nearly 
8 million veterans of World War II accepted education and train- 
ing benefits provided under the Servicemen’s Readjustment Act of 
1944, at a cost of about $14.5 billion to the Federal Government 
Scholarship aid under the GI program raised the educational level 
of veterans considerably above that of nonveterans, and income dif- 
ferentials between the two groups increased progressively from zero 
in 1948 to a peak of 80 percent in 1955. Yet, and this is the im- 
portant fact, veterans who did not receive scholarship aid under the 
GI program had only slightly lower average incomes than those 
who did, despite their lower average educational attainment. It 
is possible that 1955 was too soon to attempt to measure financial 
gains associated with training completed after the dose of World 
War II. Pending additional data on the subject, however, we must 
conclude that there is some question as to whether education was 
a primary factor in the development of income differentials between 
veterans and nonveterans. 

The meaning of the relation between education and income is not 
easy to assess if we insist upon scientific standards of evidence, and 
certainly the figures require more penetrating analysis than they 
have received to date. Other recent studies have observed the slug- 
gish way in which nonwhites’ incomes have responded to increases 
in education. With the exception of an analysis by Becker now in 
process, being made for the National Bureau of Economic Research, 
the income responsiveness of a narrowing of educational differences 
between/white and nonwhite groups has been ignored or treated 
in a very cursory way.* 

Nonwhites are virtually excluded from certain occupations, and 
many nonwhite mm and women who have completed oollege are in 
low-paid jobs. It is entirely possible and indeed likely that produc- 
tivity potentials of nonwhites have been raised, as suggested by the 

• The eoaiparaHe aettatato for lies «u 1419,000. 8 m Hmui P. Miller, "Aareal ul 
Utottaw iMtrn la B eU U oa to Bdeaattoa: lMO-M," Am wit* a Bcaaaeila Ffrtnr. SO: 
•OS-OOO, Deeaariwr 1000. 

* Sea, tor example, Gary 8. Backer, "Pada rto aea f aat to Collate Bdecattoer lufrlun 

Mivitm, Ptptn frontiillif AMteu A— orlitlni, 00: 141478, 

May 1000; tad Mwaitt P. Baaahaw, "■attoMttof tke Batoraa to Bdaeattoa," Jtortew 1 
B aeaee itoe wU fMMto,4l : IU4M, Aafaat 1000, part 1. 
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theory that oorrelatea incraaae* in yean of aohooling with additiona 
to inunan capital, hot then potential, may not hare Vatarhdind, 
orog to ducnmination. Then an, howerar, other faotok that han 
a bearing on the eitnation and then relate to the pmiae meaning at 
the unit of analyeie-a year of echooliiig-hy which u 

measured. 


Th* liable statistics xmd to measure economic retains from 
education are in term of jeers of schooling completed. In view of 
obvKws i differences m the importance of e jeer of elementary school, of 
hifh school, end of college, these dagmfications by level of education 

are made in the bade data. 8ince they distinguish 1 year of school. 

mg from another, they introduce a qualitative factor into the statistic*. 
Beyond this diminution, no allowance is made for differences in the 
quality of education provided or received. Crude attempts that have 
been made, largely for the purpose of historical comparison, to modify 
the oemoept in terms of school -^ear equivalents based on days of 
schooling per year ' must be regarded as faltering fint steps. Static 
tws which show that the average young nonwhite male is only about 
1% yean behind the average young white male in yean of schooling 
completed must present an erroneous impression of the educational 
difference betwen the two groups when account, is of possible 
ifferencee in the quality of schooling. Qualitative differences have 
sanded to be ignored in measure* of physical capital* and, axospt 
for minor attention, they are also being ignored in recent work on 
human capital. For broad overall analyses, it is perhaps esmntial 
to ignore the qualitative element, especially since it eludes accurate 
measurement This logic seems much lass applicable when attention 
is focused on relatively small subgroups in the population. 

Although qualitative differences in education are diffUiff to "ft n- 
ure, there can be little question that on the average nonwhite children 
receive schooling of leaser quality. This problem has received inten- 
ove study by Dr. Eli Ginsberg, director of the Conservation of Human 
Resources Project at Columbia University, who ^lndw » W— 

• • • C0M4 $ ar * w# weight araat be given to poor schools. . . . Often these 
schools In predominantly Negro neighborhoods are in serious disrepair 
•re stalled by Inexperienced te e ch e rt , end are ana Me to provide instruction 
geared to the widely different abilities ot their students.* 

Dr. Ginsberg cites many instances that attest to the lower quality 
of Negro schooling. The Speaker of the House of Representatives 
of Georgia is quoted as stating that “What the Negro child gets in 


* Theodors W. Malta 
pnbllcstloB. 
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the sixth grade, the white child gets in the third grade.” M As pre- 
sumptive evidence of greet differences between educational opportuni- 
ties of Negroes end whites, Ginzberg quotes a 1956 report of an earlier 
study by the National Manpower Council showing that “the average 
freshman in a Negro college scored only a little higher on aptitude tests 
than the lowest ranking freshman in the average college.” u 

Another important limitation of the “years of schooling completed” 
ooacept is that no differentiation is made with respect to the learning 
gained through exposure to a given amount of education. “Years of 
schooling” has an entirely different meaning for a student who has 
done well in a school system with high standards and established 
bases for measuring achievement from the meaning it has for a poorly 
motivated student who has just managed to get by in a school system 
with low standards. Education, after all, is not synonymous with 
time spent in a schoolroom. If as a result of cultural, social, or eco- 
nomic conditions nonwhite students as a group tend to have a rela- 
tively low standing in their classes, they cannot expect to derive as 
much from a year of schooling as do other students. Therefore the 
d arrowing of differentials in years of schooling that has taken place 
is not matched by a parallel narrowing of differences in scholastic 
achievement or in later earnings, once there appears to be an associa- 
tion between scholastic achievement and occupational success. 1 * 
There is some empirical basis for the judgment that problems relating 
to behavior, discipline, and lack of motivation occur disproportion- 
ately in Negro areas and this may well be part of the explanation for 
the low correlation between income and education for nonwhite men. 1 * 

The whole question of the relationship between income (or earnings) 
and IQ, performance on aptitude tests, standardized achievement 
tests, and other objective measures has been inadequately explored 
despite the existence of much basic data on the subject. In view of 
the importance of education and the increasing share of our national ' 
income that is being devoted to educational services, it is perhaps 
time to intensify the efforts devoted to the collation of school and 
Army records with socioeconomic data collected in household surveys, 
for the purpose of measuring more precisely the economic importance 
of education to the individual when other relevant factors are taken 
into account 

“ IMA, p 68. 

■ Sm DmM a BrtdfaA PwMiw la Mlaitlii the Monetary Vain* of Oolite* 
Kdacatfoa. p. 190-184 ; m4 DUl Wolflt, Econo mitt tad Educational Valoaa, p, 17 A- 179, 
both la Slfhtr H af aH ia 4a IS* MM IMn, fha Mwah frillwi. Baraoar X 
Harris, td. CaahrHty* Kw, Harvard Uatvaralty Prat. I960 ;aad Braaat Wtvf aaa tad 
PtMdi Salter Waat, ftay Tad M C all apt; fht (Met O rad att a la A atar i at Today. 

Hoar York. Hareoart Braaa 4 Ca^ 19SS. % lli 

■ For a roeaat Italy, am Cal via W, Brhatd, fa ted , a / JMnl Vyrt JflpraMo* oa 
feattla S ahaala (papar p r— a ated at tha International Population Conferoneo, Vienna, 
1959). 


134 


ECONOMICS OF HH2H1R EDUCATION 


I. Income and Education: Differences between Whites 

and Nonwhites 

ANNUAL INCOME AND EDUCATION 

Migration and technological change during the past two decades 
are altering the occupational patterns of the nonwhite, from the 
soui -n farm laborer or sharecropper to the low-paid industrial 

. 1W ? a ^ >ut three-fourths of all nonwhites in the United 
tefee lived in the South, where they were laigely engaged in agri- 

B {.^ 50 th® Proportion residing in the South dropped*) 
about two-thirds; u and in 1960 it was somewhat more than half (66 
percent) .” Even in the South, nonwhites are now more concentrated 
in urban areas than ever before. In 1960, over half (68 peroent) of 
all southern nonwhitos were urban residents. 1 * 

The figures on the occupational distribution of nonwhite males 
11 the story even more dramatically. In 1940, 4 out of 10 employed 
nonwhite males in the United States worked on southern farms as 
either laborers or sharecroppers” In 1960, fewer than 2 but of 
10 were employed in agriculture, and about half of them were either 
d °r semiskilled workers at nonfarm jobs.” The change in 
the occupational status of nonwhites was accompanied by a marked 
me in educational attainment, proportionately far greater than the 
nse for whites. Among men in the 25-29-year age group-and these 
are L ^ ones most likely to have benefited from recent advances in 
education the median years of school completed by nonwhites in- 
creased by about two-thirds— from 6.6 years in 1940 to 10.9 years 
in 1969 (table 1). The increase for whites in the same age group 
was only about one-fifth — from 10.6 years to 12,5 years. In 1940 
the average nonwhite male 25-29 years of age was about 4 years 
behind the average white male of the same age in his schooling. 
By 1959 this gap had been narrowed to only 1% years. 

The most dramatic advances in schooling among nonwhites have 
occurred at the lower elementary 'grades. In 1940 one-third of the, 
nonwhite m ales 25-29 years of age in the United States had com- 
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pleted less than 5 years of school. By 1959 the proportion had been 
reduced to only 8 percent, and this decrease was largely responsible 
for the striking reduction in illiteracy among nonwhites during the 
past two decades. 1 * Gains in education among nonwhites during that 
period were by no means restricted to the lower grades. The propor- 
tion of high-school graduates among non white men 25-29 years of 
age rose fourfold, from 10 percent to 40 percent, and the proportion 
of college graduates more than tripled. 


TABLE 1^— Level of schooling completed b y white and noawhite male*, United 

State*, selected dates, 1S4S-&9 



Despite the proportionately greater gains in education among non- 
whites during the decade 1950-59, earnings differentials between the 
two groups did not change much (table 2) . In 1950 the average wage 
or salary income for nonwhite workers was about three-fifths of that 
received by white workers ($1,800 as compared with $8,000). In 
1959 this ratio was unchanged; the median for nonwhite workers 
was $2,800, as compared with $4,900 for white workers. Prior to 
1950 there had been a substantial narrowing in earnings differentials 
between whites and nonwhites. This, however, was not primarily at- 
tributable to differences in education, but was rather closely related to 
war-induced labor market conditions, including extreme shortages of 
unskilled labor and Government regulations such as those of the War 

■U.a Dapoitant of Ctamm, Bmn a t tki Owwi, Ownrm t P i pmU ttUm M tpt rl t, 
SvrWs P-M, No. M. 1M0, UM* S. 
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Labor Board, designed to raise the incomes of lower paid workers.* 
Although the educational gains among nonwhitee were concentrated 
in the younger age groups, income differentials between whites and 

1 mT ^° UP8 7 6re virtuaUy unch ^«^ during the decade 

1950-59. Table 8 shows that in 1949 and in 1966 among males 25-44 

b^ white! 86 ’ n ° nwhiU * n ** ived about ooO'half the income received 



Some of the basic statistics pertaining to the relationship between 
educational attainment for whites and nonwhites 

“ UbIe 8 ’ Which 8howa the avera «« (™*n) annual in- 
m *? 39 ’ 1949 » and 1956 of men with different amounts of school - 
mg (Similar data for 1959, baaed on the 1960 census, will soon be 
available.) The data are presented separately for three broad age 
groups for all men in the United States 25 years old and over so that 
the figures can be examined independent of changes in the age distribu- 
tion of the population. Women have been excluded from the analysis • 
since a large proportion of them do not enter the labor market and 
of who do are employed on a part-time basis only, the 
relationship between their income and education may be distorted In 
contrast, practically all adult men are full-time workers and it can 
therefore be assumed that any advantages that may accrue from 
schooling are reflected in their incomes. 
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. In the 8 years for which data ere presented in table 3, there is 
i pregre«re mcresae for both whites and nonwhitre in the average 
^ount of annual moon* associated with each level of sehooliT 
. howt,VBr * 13 l yP 1CAlI J greater for whites in both absolute 

t f rmS ' f ° r ex * m P le > “ 1^9 the income differen- 

tuJ between elementary -school and high-school graduate 2^ ^ 

?° ^ WWU * Md ,or When the 

veragw for the two groups were compared for that year, the differen- 
tial amounted to 26 percent for the whites and 21 percent for the 

w A 8imiIar ^P*™** 1 f °r 1966 shows little difference 

“f t y Pr& f e Inoom « of nonwhite elementary -school and high- 
Khool but unong th. whit., . 84-p.^t different., 

wereuse of the relatively small number of nonwhite college gradu 
income data for this group are not available from the 1966 
aurrey. The 1960 census, however, show, for whites an 
^e difference of 53 pereent between high-school and college grad- 
uat« 2tM4 years old, as compared with a 31-peroent difference fo r 

^ JS ^ *a'** “I 11 ” “ a11 *** ^“P 8 who ^ attended 

v K bUt . dld , n ° t ? radu * U h,ui “ aver *«* income $930 higher than 
id high-school graduates who had never attended college; those who 
had completed college had an average inoome $3,076 higher. 

lne figures in table 3 point to the general conclusion that the aasoci- 
aUon between income and education is closer for whites than for 

^ the association for nonwhites may have dimin- 
ished somewhat m recent years. The data from the 1960 census 
should shed considerable light on this association. 

LIFETIME INCOME AND EDUCATION 

Estimates of lifetime inoome provide summary measures of the 

J^™”**^** With •*«»*» that cannot be readily 
gained from the annual data presented above.” The estimates of 
Ufo^me income printed here are derived figure*-™ might say 
^ntWic figures— based on variations in the payments to individuals 
m different age and education groups in 1939 and 1949, the only » 
yasra fo ch the base data are available in sufficient detail to 
P«mit preparation of estimates by color. The figures are therefore 
°V® a cross section of the population in 1939 and 1949 and not 
on life-cycle data which would trace a man’s income from the time 
he starts to work until he retiree. Although life-cycle data on the 
va^ona of mcome by age are not available, there is some reason 
to believe that they would differ considerably from the cross-sectional 
* *** Of c ourse, life-cycle data would involve problems of their own. 


For lUltlml Uformatlo* k 


On a T 1 tttim* 


HIGHER EDUCATION AS AN INVESTMENT IN PEOPLE 139 

since they would contain variations resul ting from periods of proe- 
perity or depression, with resulting changes in opportunities for 
employnfant, in wage rates, and in the cost of living." 

Illustrative of the kinds of differences presented by cross-sectional 
and life-cycle data on income and age are the variations in the treat- 
ment of annual income gains due to productivity in the two proce- 
dures. At any given time, wage differentials by age groups within a 
specific occupation tend to be a function of skill, experience, and vari- 
ous random factors that are always present, like illness and a/yidan t* * 
The annual gains in income due to increased productivity, therefore, 
are not of major significance in cross-sectional surveys such 

gains do not affect the di&ribution of income amo ng age groups. In 
contrast, the secular growth in real income per capita, which ha* aver- 
aged 1.8 percent per year since the turn of the century, has a marked 
impact on the pattern of earnings over a lifetime by exerting a contin- 
uous upward force on the earnings of the individuals in the etudy. 

Consider, for example, a group of 100 man of the same age, educa- 
tion, skill, and experience who started to work in a particular occupa- 
tion in 1925 at age 25. If the average income for the group is 
expressed as 100 in the first year of work, 10 years later (at age 85) 
the average would be 117 if we assume an annual growth rate of 1.6 
percent and no other changes. By age 45 the average would be 187, 
and in 1255 (at age 56) it would be 161. If, on the other hand, we ■ 
consider a cross section of men in the same occupation in 1956, the 
differentials by age would not be at all related to the assumed growth 
during the preceding 80 years, but would-reArt-THiW di fferery** aao- 
ciated with skill, experience, and random factors exikeht atyihat time. 

Standard life-table techniques were used in computing the figures 
shown in table 4. First, an estimate was made of the survival rate 
per 100,000 white and nonwhite children bom in 1989 and in 1949; 
that is, the number bom who would be alive at specific ages. These 
estimates were made from appropriate life tables." By way of illus- 
tration — it was e s tim a t ed that out of 100,000 white infant s bora alive 
in 1949, about 96,000 would survive to ^ge 18, at which time they would 
enter the labor market. The basic problem consisted of *«ejm*ring the 
lifespan of these 96,000 survivors and the amount of inenm* they 
would receive daring their lifetime. For this purpose it was assumed' 
that survival rates for men in each educational group would be the 
same as for all white males in 1949. On this basis it was estimated 
that these 96,000 men would live a total of nearly 5 million man-years 
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totween age 18 and the time the last one died. . It was further assumed 

that during each year of. life these men would receive an average 
mcome correspondmg to that received by men in the same age groin 
wnh the same ^amount of education. The averages used for this pur 
pose were arithmetic means computed for detailed age groups bv 
means of procedures described above.” ^ K J 

enSlTiw*”™? C4U A i0M th “ 8ho « Id <>0 considered before dis- 
3 ** » t»Mo 4. First, the figures should not be inter- 

pretea “ returns from education, because they reflect the impact of 

“ e f “$ ora ^ infln ®« *0 relationship between income 
and education. In addition, the figures are not exactly comparable 

*° y . mT owm * changes in the income concept. The data 
1988 are for waps and salaries, whereas those for 1949 are for 

46 e9tim “« ,or osoh year reflect the economic 
conditions and other circumstances which existed'in that year. The 

TABLE 4— Lifetime income baaed on arithmetic - f A . *,,i„ . . 

JSSra 1 ’' •— and b, rrere 



HIGHER EDUCATION AS AN INVESTMENT IN PEOPLE 141 

♦ 

increase, for example, in the value of a college education for white 
males by about $140,000 between 1939 and 1949 reflects the increase in 
prices as well as changes in the underlying relationships. 

In 1949 white males had an expected lifetime income of about 
$157,000, as compared with $69,000 for nonwhites. For both groups 
additional schooling was associated with increases in lifetime inco/he7 
but the gains were much more striking for whites than for nonwhites. 
The difference between the lifetime income of elementary-school and 
of high-school graduates was $53,000, or 39 percent, for whites as 
compared with only $13,000, or 16 percent, for nonwhites. Similarly, 
the income difference between white high-school and college gradu- 
ates was $114,000, or 61 percent, as compared with a difference of 
$38,000, or 34 percent, for nonwhites. Viewed alternatively, the 
average nonwhite elementary-school graduate in 1949 had an expected 
lifetime income that was about 61 percent of that expected by the 
average white with the same amount of schooling. At the high- 
school level this ratio dropped to 51 percent, and among college grad- 
uates it was only 44 percent. These figures lend further support to 
the conclusion cited earlier that the association between income and 
education is closer for whites than for nonwhites. 

» 

II. Income and Education: Veteran, Nonveteran 
Differences, 1947-59 

While World War II was still in progress, the Congress enacted 
the M GI bill of rights,” designed to assist veterans in reestablishing 
themselves in civilian life. A most important part of this program 
was .the provision of Government-financed education intended to im- 
prove permanently the economic status of veterans. Nearly 8 mil- 
lion veterans of World War II accepted the education and training 
benefits provided under the act. Over 2 million received college or 
university training at Government expense, and an additional 3.5 mil- 
lion received free education below the college level at elementary and 
secondary schools, vocational and trade schools, technical institutions, 
and business schools-^the largest program ever undertaken by the 
Federal Government to provide financial aid to individuals for their 
education and training.** 

The impact of the Gl.bill on the educational attainment of veter- 
ans is shown in table 5. In 1947, when most of the former service- 
men were in the initial phase of their training under the GI bill, 
veterans were already a more highly educated group than nonveter- 
ans. This was, of course, to be expected since many men were re- 

*0.8, T*e FmMafi Oommtadon on VrtarnM’ Prankmn, JM/wtiMt 
Qtmtrol Bun* mI Apprwi mi, 8 US Beport N«. IX, Pnrt A. Mth Cons, M ml, Hoaee of 
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jected for military service because they were of low intelligence. 
There was no difference in the proportions of younger veterans and 
nonveterans (25-34 years of age) who had completed college; but a 
larger proportion of the veterans had been ez^peed to some college 
training, even if they did not graduate. By 1952 this picture had 
changed markedly. The proportion of college graduates among 
younger veterans increased from 7 percent to 12 percent, as com- 
pared with an increase from 6 percent to 9 percent foi! younger non- 
veterans. At the lower educational levels, the gains for veterans 
were equally striking. 

Since older veterans (35-44 years of age) did not make as much 
use of the education and training provisions of the GI bill as did the 
younger ones, the older group’s educational attainment did not change 
as much. The most significant change for the older veterans was a 
sharp drop in the proportion who quit school upon completion of the 
eighth grade and a rise in the proportion of high-school graduates. 
Between 1947 and 1952 there was no change in the proportion of 
college graduates among older veterans. 


ILE 5. — Percent distribution of male veterans of World War II mil 
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Although the QI bill was instrumental in raising the educational 
level of millions of younger veterans, table 5 suggests that some of 
them would have completed additional schooling even in the absence 
of the Government program. Note that in 1952 the proportion of 
college men was the same (23 percent) for the two age groups shown. 
Since relatively few of the veterans in the older age group made use 
of the education and training provisions of the GI bill, it can be 
assumed that the younger veterans used the benefits to attain a level 
of education that was customary at the time and that they would 
have attained this level had military service not interrupted their 
normal education. This conclusion is, of course, conjectural, but it 
has been suggested also by others who have examined this question in 
greater detail." 

Although millions of veterans extended their education under the 
GI bill, an equally large number did not take advantage of this oppor- 
tunity. A comparison of the educational attainment of veterans who 
did and who did not accept these benefits is shown in table 6. It is 

TABLE fc— Preaerviee and poatacrvice educational attainment of veterans of 
World War II and of the Korean conflict by use of GI training benefits 


[Excludes vet mu with •enriee-conneeted disabilities for which they accepted Veterans* Administration 
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* As of September 196ft. 

Bournes: 0.8., The President’s Commission on Veterans' Pensions, Readjustment neqefit*: General 
8 mmi end Appealed Staff Report IX. Pert A, 84th Cong., 2d sen.. House Committee on Veterans’ Affairs, 
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r In i paper read before the annual meeting of the Southern Sociological Society on 
Apr. 6, 1961, Dr. Charles B. Nam, education analyst. Bureau of the Census, stated : One 
general conclusion which can be reached from this analysis is that the number of coliege- 
trained men in the population was increased substantially because of the postwar education 
of veterans, but that, even if the benefits of the 01 education and training program* had 
not been available, the rising secular trend in the formal educational composition of the 
male population would have continued unabated and at the same general level. H 
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qiiite clear that veterans who took postservioe training were on the 
average much better educated initially than those who did not. Only 
13 percent of the veterans who did not use the GI bill for additional 
education or training were- college men, and only one-third had com- 
pleted high school. In contrast, 21 percent of the veterans who did 
take additional training had completed one or more years of colit 
before they entered the service, and 40 percent were high-school grad- 
uates. . By September 1955 over one-third of the veterans who accepted 
GI training were college men. 

The shifting patterns of educational attainment for veterans and 
nonveterans were accompanied by changes in income differentials 
(table 7). As we shall see later, however, the income differences do 
not appear to be attributable entirely to education. 

In 1947, younger veterans had somewhat lower incomes than non- 
veterans despite their greater educational attainment Tlius, any 
factors which may have produced higher incomes for veterans 
were not operative immediately after the war. The lower incomes of 
veterans at this time may have been due to several factors, including 
the greater work experience of the nonveterans as a result of their 
civilian employment during the war and also to the loss of civilian 
employment during 1947 by many veterans who went to school part 
time or who served in the Armed Forces during part of the year. 
By 1948 veterans and nonveterans had the same average incomes, 
and in every year thereafter veterans experienced relatively greater 
income gains, reaching a maximum differential of 80 percent in 1955. 
Because of the changing age composition of veterans within the age 
group 25-34 during recent years, it is difficult to make meaningful 
comparisons between veterans and nonveterans in this age group 
since 1955. 

The veterans who were 25-34 years old in 1947 had by 1959 moved 
into or through the 85-44-year age group. As a result, the income 
differential between veterans and nonveterans within this age group 
was beginning to increase markedly. Until 1954, veterans who were 
35-44 years old had only slightly higher incomes than did nonveterans. 
In 1956, the differential increased to 15 percent, and in 1959 it rose 
still further, to 25 percent. 

Nonveterans have a greater tendency to lose time from work than 
do veterans, presumably because of ill health or because they work 

at less skilled jobs and are more subject to layoff. Table 7 shows that 
** avera S e “come of veterans is about 20 percent higher than that 
of nonveterans even when account is taken of the differential effects 
of part-time employment. 
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TABLE 7. — Mftdian Ujcorm of mol# uUnni and nontetnrani of World War II, 
by ago and extant of employment. United States, 1947-59 


% 

Year 

Median total money lnoome 

p_3 

Ratio of veterans* 
Income to ag 
non veterans “ 

26-34 years of age 

15-44 years of age 

Veterans 

Non veterans 

Veterans 

NonTitarans 

25-34 
years of 
Me 

36-44 
years of 

All Workers 







1947 

$2,401 

$2,585 

$2,689 

$2,900 

98 

93 

1948 - 

2,734 

2.692 

3,045 

3,046 

102 

v 100 

1949 - 

2,828 

2,562 

2,984 

2,936 

110 

102 

1950 

3,058 

2.626 

3.291 

3,234 

116 

102 

1951 

3,359 

2,876 

3.647 

3,595 

117 

101 

1952 

3,631 

3,066 

3,834 

3,602 

118 

106 

1K3 

3,943 

3,183 

4,118 

3,867 

124 

106 

1954 

3,973 

3.073 

4.227 

3,818 

129 

111 

1955 - 

4» 

J»294 

4,483 

3,946 

131 

114 

1956 

4,675 

3,712 

4,853 

4220 

126 

116 

1957 

4,994 

4,041 

4,985 

4,279 

123 

117 

4958. 

5,010 

4.171 

5,225 

4306 

120 

121 

1959 

5,423 

4,481 

5,629 

4513 

121 

125 

Yeajb-Boukd Poll-Time 





% 


WOIUKI 







1955: 







Percent. 

31 

72 

81 

78 



Median lnoome.. 

94,630 

$3,864 

$4,679 

$4319 

120 

106 

1956: 







Percent. 

83 

72 

80 

78 



Median Income 

$4,644 

$4,180 

$5,122 

$4, 564 

119 

112 

1957: 







Percent 

82 

70 

80 

74 



Median lnoome 

$5,321 

$4,466 

$5,321 

.$4792 

119 

111 

1958: 







Percent... 

76 

66 

77 

70 



Median lnoome 

$6,463 

$4,804 

$5,809 

$4$44 

114 

116 

1969: 







Parent. 

77 

70 

79 

73 



Median lnoome. 

$6,796 

$5,122 

86,000 

$4023 

113 

119 


Somtct: T7.8. Department at Oemmeree, Bonn at the Ona. Carnot PajmUtho Rtporti, Scrim 
P-00, annual imam. 


The close association between education and income shown in the 
preceding tables suggests a possible causal 'relation between these 
variables. This view, however, is not supported by the facts available 
from a study made in 1956 by the Bureau of the Census for the 
President’s Commission on Veterans’ Pensions.” In this study it was 
found that in 1955, at a time when the income differential between 
young veterans and nonveterans was at a peak of 31 percent (see table 
7 ) , there was only, a 4-percent differential between the average income 
of veterans who participated in the educational program under the G$ 
bill and those who did not. Specifically, the figures show that nondis- 
abled veterans of World War II in the 25-84-year age group who 
received educational benefits under the GI bill had median earnings of 
$4,400 in 1955, as compared with a median of $4,200 for those who did 
not received such benefits ” and $3,800 for non veterans. Thus it ap- 
pears that although veterans who did not receive GI training benefits 

■ ProUnfi CommtaloB oo Veteran** Pensions, Staff Report IX, pt. A, op. ctt 

•iwa, a ue. 
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had much lees formal education than those who did receive these bene* 
fits (table 6), the average income difference between the two groups 
was not very great. On the other hand, both groups of veterans had 
considerably higher average incomes than nonveterans had. Con- 
ceivably the full impact of the additional training was not yet reflected 
in 1955, and if the same study were repeated today we might find that 
veterans who took additional training have far higher incomes than 
those who did not take such training. Evidence on this point, how- 
ever, is lacking at present. ' 


CHAPTER 10 

The Nation’s Educational Outlay 


Rudolph C. BUtt • 


Mott of this paper wm written at Johns Hopkins University during 
(he spring semester of 1900 while the author was on leave from Van* * 
derbllt University. The leave was financed by a grant from the Ford 
Foundation. The author expresses Indebtedness to 8imon Kuznets, 
who was most generous with both his ideas and his time. He also 
expresses appreciation to Mrs. Constance Nathanson, who, as a re- 
search assistant, was a great help; her initiative and Intuition, 
unencumbered by formal training in economics, uncovered many / 
leads and new vistas. 


N INVESTIGATION of educational expenditures as a propor- 


tion of gross national product necessarily starts with a definition 
of the scope of education . 1 Narrowly considered, education is training 
in specific skills for sale in the marketplace; more broadly, it is 
training in skills and training for integration and participation in 
t he life of the c ommuni ty as long as this training is done in some formal 
manner. An even broader concept of education would cover all aspects 
of social life. Clearly some limit is needed. 

In part I the basic conceptual problems are explored; in part II 
the scope of the calculations is presented; and in part III the findings 


Educational expenditures as one type of investment in human 
capital are primarily of interest here. However, for practical 
reasons the statistical categories of educational outlay will have to be 
both broader and narrower in some respects than can be justified 
nndar a rigorous definition of educational investment in h uman capital 
and will certainly not satisfy a purist 

FORMAL VERSUS INFORMAL EDUCATION 

This chapter, for example, will treat all expenditures on public and 
private elementary and secondary education, including such program^ 

•Aaeodate preface or. Department of Meoo om kt and Borin eat Administration, Vanderbilt 

University. _ 

* The reaeon for «e«| green national produet rather than national Income and the way 
la whtah my concept of gma national product dlfere from the conventional one will he 
diaeaaeei later la thin chapter. 



are discussed briefly. 


I. Some Conceptual Issues 
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as athletics and music as expenditures on formal education. The 
expenditures will not, however, include the costs of athletic coaching 
outside the regular school curriculum, of operating athletic clubs, or of 
music instruction in private homes.* 

The costs of the school curriculum, which may also cover such 
i ltems « driver education, athletic instruction, civics teaching, or re- 
ligious instruction, should be accepted as stated, in view of the fact 
that the community has decided by a sociopolitical mechanism th at 
this training is necessary for the social and occupational development 
of its citizens. Thus the statistical categories of educational outlay 
used here will represent a measure of what may be called “formal 
education.” This is both a broader and a narrower concept than 
the usual concept of educational investment outlay in human beings— 
broader because of the considerations just discussed, and narrower 
because the cost of internal training programs and on-the-job training 
programs offered by firms are not included. The calculations are 
limited to the base years 1955-W and 1957-48, the most recent academic 
years for which information from the Office of Education’s Biennial 
Survey of Education is available. 

GROSS VERSUS NET INVESTMENT IN EDUCATION 

The educational outlays discussed in this chapter should be viewed 
as gross investment in human beings, since no attempt will be made to 
allow for the formal or informal education of persons who die or 
retire from the labor force. A net measure would have to make Allow- 
ance for this depreciation of the stock of human capital. A few com- 
ments are in order here about the concepts of gross and net investment 
m education. The concept of net investment in the education of 
human beings is grasped most clearly if we temporarily discard the 
idea < informal acquisition of knowledge and consider a world where 
ucation is acquired by formal training only, where workers do not 
appreciate or “depreciate” before the final day of retirement from 
the labor force. However, even then both the content of specific 
formal education and the educational composition of the labor force 
will change over time. The problem of changes in content of formal 
education is similar to that of replacing an old piece of capital equip- 
ment with an improved model. Moreover, the content of formal 
higher education changes more rapidly than that of the elementary 
grades, reflecting the advances in science and technology that create 
obsolescence and depreciation in education, as in capital equipment 
To the extent that the proportion of the people in the total labor force 
with more a dvanced formal education increases, to that extent the prob- 

The Imd* of school reading program*, health programs, etc., wlU ho dtecoaoed aeparatelj. 
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lem of the calculation of plus or minus “net investment” in formal 
education will become more complicated. Moreover, with an increase 
in the wdrking lifespan of the population, the differences are widened 
between tjjie quality of the education of retiring workers and that of 
their replacements and of net additions to the labor force. 

Formidable as these difficulties are, it is really the informal acquisi- 
tion of fu^her skills and knowledge after formal education is com- 
pleted that\ constitutes the greatest obstacle to any meaningful calcula- 
tion of net\ investment in education. Much informal acquisition of 
knowledge is deliberate — through reading, observation, conversation, 
conferences,\and travel— and may involve outlays of time and money. 
Other knowledge, however, is acquired pari passu with the perform- 
ance of the job or in a completely unplanned manner. 

The relationships between formal and informal education are highly 
complex, but kwo important trends, moving in opposite directions, 
can perhaps be\ discerned. In Western countries, with the spread of 
formal education, the weakening of family ties and of the apprentice- 
ship system and the disappearance of rural isolation, a substitution of 
some formal for informal education has taken place. But these 
different methods of absorbing knowledge are also complementary 
to the extent that the spread of literacy has immensely facilitated 
acquisition of informal education. The greater the class and job 
mobility, the greater will be the opportunities for and signifi- 
cance of informal education, which can be transmitted from the 
“formally more educated members” of the community to “the formally 
uneducated” members through social and vocational association. 

The value (productivity) of informal education is reflected in 
promotions and rising income of members of the labor force as they 
gain more experience. It has to be realized, however, that the time 
path of a person’s income reflects many factors besides increase in 
experience and productivity, and perhaps eventual decline in pro- 
ductivity and efficiency. Social mores, increases in personal good will, 
pensions, and tax considerations will all influence personal income. 

Because of the difficulties of determining an appropriate allowance 
for education depreciation, no attempt will be made to calculate a 
measure* of net investment in education. My calculations will be 
limited to gross concepts, which are subdivided as follows: 

Gross educational investment in human beings , defined as cur- 
rent direct and also indirect oasts (to be discussed later) but 
excluding investment in new schools and educational equipment. 
Depreciation of buildings is counted as part of direct costs. 

Gross total educational investment in both human beings and 
educational plant, defined to include, in addition to above costs, 
the investment in educational plant 
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The notion of gross investment implies the possibility of educational 
disinvestment by a process of nonreplacement An exploration of the 
choices op4n to society, if it were to decide on educational disinvest- 
ment, will reveal a few peculiarities of educational investment in con- 
trast to inanimate investment The educational investment of the past 
is a partial explanation of the technology and the standard of living of 
today, including the present level of income that students forgo. 
Possibly substantial intellectual disinvestment could occur without 
resulting in an eventual decline in gross national product if it were 
gradual enough to allow for certain factor adjustment and technologi- 
cal modification, but it would have seme retarding effects on the rate 
of economic growth and on technological progress. 

It is customary to think of a stationary economy as one with aero 
net investment ^n physical capital. What about human capital! 
Since a given stock of educational capital would not be completely 
absorbed by merely operating the productive plant in existence but 
would continue to produce some new ideas, we would still have ad- 
vances in technology, although net investment both in physical capital 
and in education would be zero. As long as we had some technological 
progress through replacement we would not live in a truly stationary 
state. Therefore, the truly stationary state requires either zero net 
investment in physical capital and disinvestment in human capital at 
a rate sufficient to neutralize technological progress or, alternatively, 
disinvestment in physical capital at a rate sufficient to counteract the* 
technological progress and the potential increase in aggregate output 
generated by the fixed stock of human capital.* 

TWO TYPES OP EDUCATIONAL OUTLAYS 


Gross educational investment may be discussed in two broad cate- 
gories; namely, direct costs , which cover outlays for operation and 
maintenance of educational facilities, and indirect costs ^ which cover 
earnings forgone during the period of training. 

Direct costs .— Direct costs comprise a number of different categories 
of outlays that involve the use of resources for the education of stu- 
dents and include both current costs and capital outlays (the earlier 
dist inction between the two types of gross investment is relevant here) . 


•Tb* rate of production of new Idea* would, of eour*e, be to a large ex teat a function 
of the amount of educational capital .ready la exlateoce at the time education.) net lnreet- 
m«>t would be reduced to aero, if tbe cutoff were to take place la the United state* 
^ h X ^ Un * f * cUlt ‘** would eonttoo* operation at the present level of 

® Dt * ,nt of wonl< 1 large. if the cutoff had taken place at tbe 

° f U * > K “ ,U “ h • cono ® ,llt Rleardo. when tbe educational capital wai very — ..n 

tbe aubeequent output of new Idea* would bare been meager. HI* model, which define* a 
•tatlonary •tat# merely in term* of aero net inreatment in Inanimate capital, corresponded 

•* rt 7 J dM *T th C * nt ° r7: but «•» U^tTt in 

Inanimate capital would no longer be a auOclent condition for a atatlonary atata. 
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Excluded, however, should be the cost of research separately budgeted, 
os well as the costs of auxiliary activities, such as school feeding and 
school housing programs. 

Conceived broadly, the purpose of institutions of higher learning 
is the advancement of scientific truth and human knowledge. These 
functions embrace both research and teaching. We are interested here 
primarily in the economio costs of efforts to disseminate the stock of 
knowledge in existence at any one time — the function of teaching. 
We are not interested here in the costs of society’s efforts to increase 
over time the stock of knowledge, which is the function of research. 
“Organized research” looms large in the budget of institutions of 
higher learning, and the amounts so budgeted are growing rapidly. 
Only a token amount of research can be justified as a necessary con- 
comitant of teaching proper. Graduate students have to get some 
research experience as part of their training, but this accounts for 
only a small fraction of the total research undertaken by institutions 
of higher learning, and in the statistics of the U S. Office of Education 
this portion of the research cost is conventionally carried under the 
heading, “Instruction and Departmental Research.” Costs of “Organ- 
ized Research” — of research separately budgeted — should be excluded, 
as well as costs of auxiliary activities of schools and colleges. (A 
functional analysis of the costs of student higher education is pre- 
sented in Chapter 11.) 

Direct current costs of student education are represented by outlays 
for teachers’ salaries, maintenance, and supplies. Data on these costs 
are collected and published by the Office of Education biennially both 
for elementary and secondary schools and for colleges and universities. 

In addition to .these direct outlays for which statistics are readily 
available, depreciation, interest, and the benefit of certain tax ex- 
emptions will have to be imputed to educational institutions as a cost 
These imputations are called for in order to account more fully for 
resources used directly by educational institutions. 

1. Depreciation.rjlt is the established accounting practice for non- 
profit educational institutions, which is followed by all public and 
private schools, with the exception of commercial vocational schools, 
not to allow for depreciation as a part of current cost. This item will 
therefore have to be imputed as a cost, and the conventional gross 
national product increased by the same amount 

2. Interest on capital outlay . — Only to the extent that the edu- 
cational plant has actually been finanoed by bonds is interest charged 
as an expense. Interest has to be imputed for the balance of the 
capital outlay and correspondingly added to gross national output. 
Interest is the cost of every capital outlay. It measures the return 
this capital outlay could have obtained in an alternative use. Econo- 
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mist* sometimes impute interest on capital of business enterprises end J 
deduct this amount from accounting net profits for the purpose of 
obteimng a measure of true profits. Nonprofit educational institu- 
tions by definition do not show any net profit on their books. 

8. Exemptions from property taxes and tales taxes treated as sub- 
*uUes to educational institutions. -Tax exemptions granted to educa- 
tional institutions should be viewed as a subsidy from the Government 
to the educational sector. For example, if a tax exemption should 
amount to 8 £^7£®f the educational outlay, $100 million spent on 
education wfuTd allow the educational sector of the eoonomv to 
engage a volume of factors of production for which other sectors of 
the economy would have to pay actually $108 million. If the educa 
tmnal sector were required to pay these taxes and received from the 
Government a subsidy exactly equal to the'amount of these taxes, then 
the total outlay of the educational sector would reach $103 million 
An alternative way of visualixing the problem is to assume at first that 
schools and oolleges are paying taxes like all other enterprise*. A 
subsequent tax exemption would release funds to schools and oolleges 
for use in attracting additional factors of production in an amount 
equal to the taxes saved. 

Before discussing the appropriate national income accounting of 
tax exemptions, we shall consider the simple case of an outright cash 
convent * ona ^ national income accounting, outright cash 
subsidies from the Government to the private sector of the economy 
are not treated as payments corresponding to purchases of current 
output* In order to obtain the market value of the output of the > 
subsidized sector, the subsidy must be deducted from the total pay- 
ments whiph the factors of production received for producing this 
output m the subsidized sector. The factor cost of this sector will 
exoeed the value of the output by the amount of the subsidy.* 
Unfortunately, what has just been said about the conventional han- 
dling of subsidies in national income accounting has only limited 
applicabili ty to subsidies to educational institutions whether given in 

• 8nb*ldU« art sot lndajM la tba not poncbaaaa mada by tba a 0 T«n>m, B t t>.. 

Uke,r tot*Dt, lh« allocation of rMonrca*. Tha'total Illom- 

Uoa of reaonrcea to any .abtfdUaS *ctor «f tbo arono.y will b. aoaal 

zzztzzs.?"’" * “• ~“ r w ™ °» — * « —us 

• Tba concept of groaa national prodoct la b— t—tw on* of tba mlna of »h« , 

^bjasrsi srsr st tirrjsst srs tisiZE 

tJIi , rf l »“ 1 k L r0d ", rt “*‘ 0n,d ***° f0 " UlB tbU MJuatment. nlnce alU 
y* ahould not ttdadt 

eootilbattonfiAd^tM^ao'l^aSa^MMraMttiia ttat 

of prodoctlon.** (Xlclard Mania* ^factor. 
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cash . or m Lu exemption*. Most educational services are not priced 
m the market, nor do educational institutions show Any profits (posi- 
tive or negative) on their inoome statements. Therefore the assumed 
I value of the output is by convention taken as identical with the actual 
leasts of the factors employed by educational instdationa* In the 
case of a cash subsidy to the educational sector, no deduction is made 
from the gross factor income. 

Next to be considered is the point that the subsidy in question here 
actually is not a cash subsidy but rather an indirect subsidy — a tax 
exemption — and its effect therefore has to be imputed.’ The impute 
tion of a value to the tax exemption attempts to measure the relative 
advantage which the educational sector has vis-a-vis other sectors in 
the economy in the purchase of services and materials as a result of the 
tax exemption. For a certain outlay the educational sector can buy 
more services and materials than other sectors as it is not required 
to pay taxes. 

To the extant that schools are freed from paying certain taxes 
on their cost of operation, their costs are transferred from the non- 
taxpaying to the taxpaying sectors of the economy. Consider the case 
j bf two firms, A and B, each having a payroll of $1,000 per month, 
which constitutes their only cost of operation. Now let us assume 
i that subsequently a payroll tax of $60 is imposed on each firm, and 

| that their respective outlays will now increase to $1,060. Consider 

next the case of firm A being relieved of its tax obligations and at 
the same time firm B's tax obligation being doubled. The outlay 
of firm A would now be once more $1,000 and the outlay of firm B 
would be $1,100. Firm A is now receiving a subsidy at the expense 
of firm B. To measure the value of this subsidy, it would seem 
appropriate to add to the actual outlay of firm A (standing for edu- 
rAtional institutions) an imputed tax of $60 and to impute a deduc- 
tion of $60 to firm B (standing for the rest of the eoonomy).* Our 
calculation, therefore, will increase the educational outlay by the 
imputed value of the tax exemption and will decrease the outlay 
of the rest of the economy by a corresponding amount This means 
thst the value of one subcategory in the gross national product is 
raised and the value of another subcategory in the grew national 

* Tb« basic concept tor the educational sector la really to# of “grom factor in coot" 
rather than OM of grow protect A governmestel subsidy to tbs educations! sector Is, 
therefore, on s different footing fro® subsidies to other sectors of the econo at/. 

v This inputs tion, howerer, la quits different from the inputs tion of mine of, aaj, ns 
igrl cultural protect produced end consumed bj fanners, which does not deer through the 
market U the esse of the farmer the value of output produced Is greeter then the one 
recorded bp tbs market mocha a lam, 

• If schools were required to pa/ itata and local taxes, the tax rata could be tower than 
the one actually prevailing. Therefore to see the actually prevailing tax rate for an 
impctatloa of the subsidy schools are receiving ta the farm of this tax exemption exag- 
gerates the magnitude of the sabeldj somewhat 
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product i lowered. Therefore, the value of the gross Rational product 
itself will not be affected by this operation. 

Indirect costs— The problems encountered in an attempt to cal- 
culate ‘incope forgone by students warrant some detailed discussion 
f6r three reasons: (1) The concept of “income forgone” is both sta- 
tistically and also conceptually ambiguous and . elusive, but, once 
accepted, calls for a major modification of the conventional* national 
income framework; (2) any imputation of this land,' no matter how 
modest and conservative, is bound to affect significantly , the" aggre- 
gates for the Nation’s outlay on education; (3) the discussion Mould 
clarify certain peculiarities about educational investment and eco- 
nomic growth, which may not be entirely obvious.. The following 
discussion of the concept of income forgone is supplemented by a 
detailed explanation of the calculation of income forgone, in appendix 
B, and therefore the disfctHuio^ here will be eoniined to analytical 
issues. 

A distinction needs to be made between the income forgone by an 
individual student and by the total student population. The individ- 
ual problem can be solved in ceteris paribus fashion if the requisite 
statistics are. available. The income fprgone by the entire student 
population constitutes a more fj^prffrntilrm Clearly, if the entire 
student body or a large portion of it were shifted into the labor 
market, the marginal product would fall. We simply do not know 
with any degree erf accuracy. what would happen if a large number 
of uneducated people were to be added to the labor market.* The 
problem leads to a paradoxical observation. It may be possible 
to achieve a much more accurate calculation of the income forgone 
by students for an underdeveloped country' than for an indtfstiually 
advanced country, in spite of the fact that the statistics are apt to 
be of poorer quality in the first than in the second case. In the under- 
developed country only a small proportion of the school -age popula- 
tion actually attends school, but in the advanced country the majority 
of the school-age population is in school. Thus a simple ceteris 
paribus calculation would be more accurate in the first than in the 
second case. ^ 


* Because of these d lfll m d tles, one authority uses a flat maintenance allowance for the 
Income forgone by students. ^P.jJ. D. Wiles In 'The Nation's Intellectual Investment* 
(Bulletin o/ the Oeford IneUijpe of BtetUtkm, August 19M), p. 285, imputes tot the 
United Kingdom ae Income for^ne by students 16-18 years of age a stain tenance allow- 
ance of 2100, and £200 for students 18 and over. 

The relevant marginal product here; however, would he a "long run" marginal product. 
This Implies that the transfer of the students Into the labor fores would be si»tto«ps *»d 
and that capital .equipment would be allowed to adjust accordingly. It also implies that 
capital resources and teachers now employed in the educational sector would he transferred 
out of the educational sector and would be added to the cooperating factors In ether 
sectors of the economy. g 

Bee ettf Mary Jean Bowman, ch. «, and Richard 8. Behans; ch. 8 of this publication. 
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The concept of income forgone, both for the individual student 
and for the students as a group is based on the notion that people 
at different levels of education have before them the alternative 
of continuing their schooling or of earning an income which is ap- 
proximately equal to the income of others with similar educational 
attainment. If they choose the first alternative, they become, so 
to speak, self-employed. This notion is clear enough when applied 
to the individual. If, however, it is applied to the group, the meaning 
of .certain educational requirements for certain jobs is much more 
difficult to interpret. Certain educational achievements may be a 
prerequisite for jobs, not because of the need of certain technical 
knowledge or the improved ability in learning processes because of 
past learning, but merely because employers rely on educational 
achievements as an index of native intelligence, curiosity, perse- 
verance, and stability, or perhaps as an iftdex of social status. To 
the extent, then, that educational achievement serves these purposes, 
the concept of income forgone becomes mueh more elusive. In this 
case mubh of educatiqpt would really turn out to be without basic 
significance, except for the function of providing information; the 
private rate of return to education would be higher than the social 
rate of return. 10 To the extent that educational requirements do not 
fulfill any intrinsic need of the job, the social income forgone is 
greater than the private income forgone. There are indeed many 
highly skilled and very remunerative jobs, which require little formal 
education for efficient performance, although a high school or even 
college education is a prerequisite for many of them. 

A transformation of society which would result in a large-scale 
diminution of the student body and an increase in the labor force 
would lead , to an easing of many educational requirements. This 
■ trend then could counteract to- a certain extent the decline of the 
marginal product resulting from a large influx into the labor force. 

There remains the question of the proper treatment of the incidence 
of unemployment withm the concept of income forgone. The issue is 
important for two reasons: (1) The incidence of unemployment is 
extremely high among young workers. 11 (2) It is not clear whether 

a Great external returns on education, such as the beneficial effect of educated parents 
on children and of an educated environment on the Individual In general, have been 
dlsctaed »o widely that there la no need to go over this old ground here. We are dealing 
"here with the one factor that may make the private rate of return higher than the social 
rate because It bears on the aoepfc of income forgone. 

n Theodore W. Schnlta, la Capital Formation by Education, Journal of Political 
Economy^ 68 : 575, December I960, cites the Economic Report of the PreMent, January 
1969, table D-18, which shows that in 1959 the total unemployed equaled 6.2 percent of 
the total employed, whereas for the group 14—19 years of age the percentage wti 11& 

Average unemployment rates among young people In the United States for October 1948 
and October 1955 were: For those enrolled In schSol, age 14-17 years, 4.22 percents 
age 18-24, 4*.75 percent For those not enrolled in school, age 14-17 years, 11.7 percent ; 
age 18-24, 5.4 percent Calculated from Current Population Hfporte, Series P-50, No. 64, 
Labor Force, January 1956, p. 2. 
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unemployment of this youngest group is a different phenomenon from 
unemployment among other segments of the labor force. Over 90 
percent of the full-time workers of high-school age live at home, and 
most of these have left school because of some adjustment problem 
in the school environment. In view of all this, there is a very strong 
presumption that their “intensity of jobseeking” is considerably be- 
low the “average intensity” which prevails among the rest of the 
labor force. 

Schultz adjusts the income forgone by an allowance for unemploy- 
ment according to an average rate of unemployment in the labor force. 
Certainly allowance should be made in some fashion for the incidence 
of unemployment when one is dealing with the income forgone on the 
pa A of the individual student. t 

In treating the notion of intame forgone for the entire high-school 
and college-student group, that is to say, with a potential additional 
labor force of about 10.6 million, we may work either within the 
framework of the real, imperfect world, or within a framework of an 
ideal, frictionless world, which allows us an approximate mea sure 
of the potential productivity of this addition to the labor force under 
ideal circumstances. Unless one assumes some ideal state of affairs, 
the whole notion of income and productivity forgone would become 
extremely hazy. I therefore propose to calculate the income or 
productivity forgone on the assumption of a frictionless World without 
unemployment. (See app. B.) 

II. Scope of Calculation 

The estimates given in this part of the chapter use the foregoing 
categories of cost, both direct and indirect, and include the imputed 
amounts for interest, depreciation, and taxes. The institutions rep- 
resented in the estimates are public and private — elementary and 
secondary schools, colleges and universities, special schools for the 
mentally and physically handicapped, commercial vocational schools, 
and residential schools for exceptional children. The estimate also 
covers the costs of training programs for interns and residents in 
medicine, for Government executives, and for the military. 

Executive training programs are included in the calculations only 
to the extent that these programs are conducted at universities and 
colleges. The cost of instruction would be shown as part of the budget 
of universities and colleges, but these figures do not show the total 
cost of these programs. They fall short of the salaries of the execu- 
tives participating in them. 
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I have no statistics on internal executive programs. Most of these 
may be viewed as akin to upgrading and therefore should not be in- 
cluded. Others, however, like the IBM school, are formidable and by 
rights should be included. 

The source of the data and the methods of estimating costs, which 
supplement the usual statistical data on educational outlays, are de- 
scribed briefly below. The section headings and items are numbered 
to correspond with the items in tables 1 and 2. 

TABLE 1.— The Nation's outlay on formal education, 1955-56 and 1957-58 


y [In millions] 


r 

Type of institution 

1065-56 

1067-58 

Total sross educational Investment in people - 

ff a sa| A i pAA# AAfft (mtuk 

$36,980 

18,967 

17,963 

$44,530 

23,331 

21,208 

10181 lUiCvV CvoVq /.-----•►•••--•••--••-“--•----p 


18,987 

23,331 

wu a^sw^^**** ••***••" "■ 

• PmVIIa aiafWftwtenr and nyumdanr achnnli ..... .... 

8,508 

1,266 

196 

23 

1,324 

950 

1,912 
288 
. 712 

795 

120 

300 

8 

561 

614 

1,100 

241 

10,716 
1,642 
223 
30 
1,712 
1, 188 

2,392 

852 

806 

885 

132 

335 

8 

676 

702 

1,100 

342 

2. Private elementary and secondary schools — 

8. Commercial vocational schools - 

4. Special residential schools 

■ . - iKltff mflMFM and dnlfWlltif ..... ............ — — — .... 
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7. Imputed value of depreciation and interest: 

Elementary and secondary schools, public - 

Elementary and secondary schools, private 

Colleges and universities, public and private - 

& Imputed value of property tax eiwnption: 

Elementary and secondary schools, public — 

Elementary and secondary schools, private. 

Colleges and universities, public and private 

V. UupUKHi fAiw ' Piira * DU, r** # 4" — 

10 .# Imputed costs of books, supplies, and travel: 

ITIffh^nhnnl atndsnta mrCMltl 

College and university students (10 percent) — >.**- 

11. Special defense programs, exclusive of basic training 
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17,993 

21,208 


11,211 

6,130 

148 
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13,510 

7,024 
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Earnings forgone by college and university students 

14. Earnings forgone by medical Interns and residents... — - 
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TABLE 2. — Gross total educational investment in people and physical facilities, 

1955-56 and 1957-58 

[In millions] 


Physical facility 

1055-56 

1057-58 

Total. — — 

840,422 

848,050 

ToUl Investment In people: 

86,980 

44,580 

S Mil VW4 VMf ww ■ 4 

Total Moitil outlay for nlant expansion ... — ...... 

8,442 

4,420 

* 

<* eu inaiiliiu infl jjfffluiflrr ifiluuJ* 

2,748 

686 

8 

1,200 

um 
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CURRENT COSTS, DIRECT 


1. Public elementary and secondary schools.— The data on these 
schools, from the U.S. Office of Education’s Biennial Survey of Edu- 
cation in the United States , 1961-66, chapter 1, table 9, do not include 
expenditures for auxiliary services such as transportation and school 
lunches. The schools for which the information is reported do not 
include Federal schools for Indians, nor Federal schools on Federal 
installations, nor residential schools for exceptional children. r For 
data on the residential schools, see 4 below. 

2. Private elementary and secondary schools.— The figures are from 
the same source as those for public elementary and secondary schools. 
They are estimated by the Office of Education on the basis of expendi- 
tures per pupil in public schools. 

3. Commercial vocational schools.— Only a very rough estimate can 
be made of the gross output of commercial vocational schools, based 
on the number of- these schools and on their payrolls, reported under 
the State unemployment insurance program. A recent vocational ' ‘ 
training directory 18 lists 7,300 such schools. In 1955-56 their total 
payrolls amounted to over $85 million, exclusive of payrolls of 720 

. .. JP^ , i t i . w hi°h are grouped differently 

4in the Standard Industrial Code. A large number of the com- 
mercial vocational schools teach accounting and secretarial skills 
(1,260). In addition, the directory includes flying schools (475)* 
schools of art, music, drama, and related subjects (400) ; nursing 
schools, schools-for medical technologists not affiliated with univer- 
sities (3,800) ; and mechanical and technical schools (630). Some of 
the students in art schools and flying schools undoubtedly engage in 
these programs for recreation. For these students the educational 
outlay constitutes consumption outlay rather than investment. Quan- 
titatively, however, students taking these courses for recreation consti- 
tute an insignificant number, and no special allowance needs to be 
made for them. ' 

The gross output for these schools may be. approximated by deriving 
the equivalent of a gross sales figure on the assumption that a rough 
correspondence exists between the budgets of the commercial voca- 
tional schools and those of the public schools. In 1959^56 the current 
costs of public schools were divided as follows : instruction and admin- 
istration, 71.2 percent; operation, 9.1 percent; maintenance, 3.9 per- 
cent; school transportation, 4.3 percent; other school services, 5.1 
percent ; and fixed charges, 6.4 percent. If we assume that in addition 
to the over 70-percent instructional and administrative costs about half 


_ Coh * n ' Training Directory of the United Btat 

Va., Potomac Press, 84 od„ 1908. * 


Arlington, 


HIGHER EDUCATION AS AN INVESTMENT IN FEOPLE 159 


of the noninstructional costs are made up of various labor costs, the 
total labor costs approximate 85 percent. The $85 million payroll of 
the commercial vocational schools accordingly would represent 85 per- 
cent of the current budget of those schools — a total current cost of $100 
million in 1955-56. To this amount is added $60 million for imputed 
costs; items comparable to those included for public Whools, making 
a total of $160 million for 1955-56. 

We have no payroll data for the barber and beauty-operator schools. 

If we use the average gross sales of the commercial vocational schools 
for which we have payroll data to impute gross sales for the barber 
and beauty-operator schools, schools which account for about 10 per- 
cent of the total number of schools, the aggregate commercial voca- 
tional school figure would be raised by 10 percent, or to $176 million, 
including imputed cost items for 1955-56. 

It was assumed that in 1955-56 the $12 million payroll of the com- 
mercial correspondence schools amounted to 60 percent of their gross 
sales and ^thus we obtained a total of $20 million for those schools; ) 
and a total of $196 million for the combined gross sales of the com- ^ 
mercial vocational and correspondence schools. The same proce- 
dure was followed in deriving the estimates for 1957-58. As this ' *i 
item is a relatively small one, the substantial margin of error to which 
the estimate is subject would not affect our overall findings. 

4. Special residential schools . — There are three possible methods 
of handling the costs of residential schools for physically or mentally 
handicapped children and for delinquents : (a) complete inclusion of 
all costs of operation of such schools, (6) complete exclusion orthese 
costs, 18 (c) inclusion of the costs that may be roughly classified as 
instructional costs. I have chosen method (<?) because I believe it 
takes into account , all relevant educational outlays while omitting 
other costs such as cost of medical care. 

Assuming that the average current cost per student in residential 
schools for exceptional children is similar to that in ordinary public' , 
schools ($294.22 in the school year 1955-56, according to the Biennial 
Survey of Education in the United States , 1964-66 , ch. 2, p. 110) , we 
multiplied that cost by the number of students in the residential 
schools in^h&t year — 80,000 — and thus obtained $23 million as the 
estimated expenditure for these schools in 1955-56. In 1957—58 the 
average current cost per Student was $341.14, and the number of resi- 
dential-sdk^ol students 86,500 — an approximate expenditure of $30 
million in that year. & 

5. Public colleges and universities. — Data for the academic year 

1955-56 on current educational and general expenditures of publicly i 

? This to the method followed hy one authority In the moat recent and comprehensive 
study on educational expenditures In Great Britain, John Vaisey. The Costs of Mduoa- 
tUm. London, George Allen ft Unwin, 1908. p. 19. 
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controlled colleges and universities are from the Biennial Survey of 
Education, 196^-66, chapter 1, table 56, and exclude the amount ex- 
pended for organized research. 

6. Private colleges and universities . — Data on privately controlled 
colleges and universities are from the same source as ihe data on the 
publicly controlled ones and also exclude the amount expended for 

.organized research. (For both public and private colleges and uni- 
versities, organized research expenditures came to $506 million 
for 1955-56.) 

7 . Imputed value of depreciation and interest . — Figures on the 
original value of school property in the United States in the school 
year 1955-56 (Biennial Survey of Education, ch. 2, p. 24) and in 1957- 
58 (estimated) are as follows: 


tmse tm-6* 

Trptc/hutimtbn InMUmt ' 

Public elementary and secondary schools $23. 9 $29. 9 

Public and private colleges and universities* g .9 11 % 


Tota J . 32.8 41.1 


To determine the distribution of physical assets of public elemen- 
tary and secondary schools, Schultz calculates depreciation and im- 
plicit interest by Rude’s method. 1416 He calculates that 20 percent 
of their assets are in land, 72 percent in buildings, and 8 percent in 
equipment. There^is no depreciation in the value of land. The de- 
preciation of buildings is calculated at 3 percent per year. Although 
buildings are assumed to have a lifespan of 50 years, a period that 
would warrant only 2 percent depreciation, 3 percent is imput«#to 
that factor to make some allowancefor obsolescence due to population 
shifty. . Ten percent depreciation is jmputed to equipment; to this ia 
added implicit interest of 5 percent — a total of 8 percent for depreciaX^afi 
tjon and implicit interest. * 

Figures on depreciation and interest for private elementary and * 
secondary schools have beeh estimated by Vladimir Stoikov of Prince- 
ton University. 16 He estimates property values of private schools in 
ili nited States in 1955—56 at $3,600 million, and the implicit rent 
of these properties at $288 million. Adding outlays for school plant 
in the next biennium, he estimates implicit rent on privat^schools at 
$352 million for 1957-58. 

For colleges and universities; Schultz imputes only 2 percent for 
depreciation of buildings; but since, on the other hand, the asset 
distribution in land, buildiiyp, and equipment is 15 percent, 70 per- 

M Theodore W. Scbolts. op. dt, p. 570. * 

A,ttU of Privatt Kouprofit jn»tUutUm» in th* United BtaUt, use- 
National Bnroatt of Beonoalfe Research, April 1954 (unpublished) 

M Unpublished figures. 
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cent, and 15 percent, respectively, the overall interest rate for depreci- 
ation and implicit interest again comes to 8 percent. 

8. Imputed value of property tom exemption. . — Harris estimates the 
replacement value of real estate used by colleges and universities in 
the United States at $20 billion, compared with the original cost of 
$9 billion. 17 Imputing 1.6 percent for property tax exemption, 
the value of the exemption is estimated at $300 million. Applying 
this estimate to public elementary and secondary school real estate, I 
obtained a replacement value of $53 billion and a 1.5-percent imputed 
property tax of $795 million. Similar computations on 1957-58 data, 
including additions to plant in the period 1956-58, indicate a replace- 

• ment value of $59 billion for elementary and secondary schools and 
$22.3* billion for colleges and universities, which at a 1.5-percent rate 
suggests a property tax exemption of $885 million for elementary and 
secondary schools and $335 million for colleges and universities. Ac- 
cording to Stoikov’s estimates for the replacement costs of value of 
real estate used by private elementary and secondary schools, pre- 
viously mentioned, the value of the property tax exemption for these, 
schools is $120 million for 1955-h6 and $132 million for 1957-58. 

It will be noticed that depreciation and interest are imputed on 
original cost, but imputed property taxes on replacement value. This 
procedure corresponds to that used in the- Department of Commerce’s 
national income statistics. 

9. Imputed value of sales tax exemption. — A small additional 
amount is included as the value of sales tax exemptions; the figures, 
though approximate, indicate the general order of magnitude of the 
value of this tax exemption. 

10. Imputed costs of books, supplies , and travel. — The costs of 
books, supplies, and travel, to and from school were calculated accord- 
ing, to the procedure used by Schultz. Expenditures for these items 
were estimated at 5 percent of earnings forgone for high-school 
students and 10 percent for college students. J 

11. Special defense programs , exclusive of basic training. — The 
' defense budget of the United States, running well over $40 billion, 

is so large that even a small proportion of this spent on training and 
education would, by inclusion or exclusion, affect the aggregate figures 
significantly. Therefore,the nature of defense expenditures on train- 
ing and education needs to be discussed (The Biennial Survey of 
Education makes explicit allowance only for the Service academies.) 

The problem here is somewhat different from the one that concerned 
Kuznets in His study of the Nation’s output during a war period 1 * 

* Seymnir K, Hirrk "Broad taaeo to Financing,” in Financing Higher BdueaHen, 
IIIMI. How fork, McGraw*Ht)l Book Oo-, 1959, p. 95-79. 

"Simon Basnet*. Vetienol Predict in Wartime. Now York, National Bureau of 
Bconomle B —torch, 1945. p. 7. 
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Kuznets was concerned with the military output during a period of 
actual war, when no significant portion of productive factors, includ- 
ing labor (“personnel”), once absorbed by the military sector of the 
economy, is released to the civilian sector, even though those factors 
may be useful to it. 

The problem here is one of a peacetime economy with a large mili- 
tary budget where personnel is periodically released from the Armed 
Forces to the civilian sector. Skills acquired during military train- 
ing, such as pilot and mechanic training, can be put to civilian use, 
although their transferability is rarely complete. A study conducted 
by the Air Force in 1955 showed that of 5,000 enlisted men with a 
great variety of skills, separated from the service in 1950, 17 percent 
held jobs related to their Air Force experience. 1 * * Moreover, as I have 
suggested earlier, the cost of all formal education that contributes 
anything to later professional advancement should be included in our 
calculations if possible. Military training schools, even if they have 
no “usefulness” to the civilian sector, fall into this category. 

Even if one were to ignore the problem of consistency, a decision 
to exclude all military training expenditures from our calculations 
Would merely invite a new set of problem? x and paradoxes. Much 
education that takes place in the civilian sector and eventually leads' 
to increased “civilian earning capacity” is actually geared— under 
the prevailing conditions of a large military budget — to the require- 
ments of military production. This suggests that exclusion or inclu- 
sion of educational outlays merely on the basis of military or civilian 
supervision and budgeting would be arbitrary. 

The cost of all military training programs is included with the ex- 
ception of basic training, because under the conditions of a peacetime 
military draft, basic training is a compulsory requirement and does 
not add to a person’s earning capacity. On the other hand, par- 
ticipation in additional ecftfeation and training programs is not com- 
pulsory in the same manner as basic training and also tends to' in- 
crease the income of participants. 10 The estimate also covers the 
pay of personnel while attending school.* 1 

“ Harold WooL ‘The Armed Services as a Training Institution” In Ell Ginsberg, ed., 
Tht Nation’* OKUdrm, voL X Development and Education. New York, Colombia Univer- 
sity Press, 1960. 

" This treatment Is arbitrary In two respects : In a society with a strong ideal of a 
soldier cttlsen and of martial virtues, basic training would have to be viewed as an 
Integral part of “formal education,’' even though not “productive” In a pecuniary sense, 
and would constitute merely an extreme case of divergence between cost and productivity. 
Moreover, basic training Is a necessary prerequisite for participation In more advanced 
mUltary educational programs, whose costs are Included here. 

* If has been Impossible to devise a formula that would allow for "procurement’’ cost 
or "attrition” of equipment used for training purposes or to calculate depredation of 
military training in s t a ll ations. My figures for military educational programs therefore 
fall short by a substantial amount 
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Since the outlays for these military educational programs are ac- 
tually substantial, statistics may be cited to illustrate the importance 
of these programs within the military framework and also to the 
civilian sector of the economy. There are approximately 400 spe- 
cialties for enlisted personnel in the Navy and the Marine Corps, 
and more than 900 in the Army. . Some historical trends in changes 
in military skills can be observed from table 8. 


TABLE L— Percentage dUtribntion of enlisted Job®, by major occupational 

group* 


Ma)or occupational group 


Pflroent of eultetod )obt 


At end of 
World 
Worn 


Doling 

Korean 

Coollle* 


iSb- 
Dec. 31* 
lfttt 


Electronic* 

Other technical 

Mechanics and repairmen 

Administrative and clerical. . . 

Crafts aai services .. 

Ground comb a t -... > — 


A 3 
A3 
211 
1A1 
3A 7 


• Boubci: Wool. The Armed Serrtoee U • Trtinln«JIi}*Ututk>n. 7%4 JV< 
meat end Education, Herald KU Gtntbert, erf. * Nee .York, Columblt Uni 


4 &- 


9.6 

09 

23.6 
30.8 

23.7 
17.4 



, t&. 2, Develop- 
rest, 1960. p. 166. 


An important feature shown by this table is the steady decline of the 
relative importance of the category “Ground combat” and the increas- 
ing importance of “Electronics.” As to the number of men involved, 
the following figures may be cited : in 1955 alone, 430,000 men received 
training in civilian-type specialties (this excludes training in purely 
military skills, flying training, and professional training of officers) . 

The figures shown, which were obtained from the Office of the Sec- 
retary of Defense, represent “current cost of education,” as well as 
costs of food, c lathing, and medical care of students, and so forth. 
Some of these items are “fringe benefits” of military service. A portion 
of these should be shown actually funder indirect costs rather than 
under direct ones, but this breakdown cannot be effected; and the 
present breakdown does not distort the aggregate results. T 1 is figu r®® 
for the armed services are those for 1959, as 1955-66 and 1957-58 
data were not available, but 1959 outlay does not differ drastically 
from the figures for those earlier years. 

12. Other Federal direct eatpenditure* on training and education.— 
A substantial number of educational and training programs are earned 
on by various agencies of the Federal Government, tod the costs of 
operation of these programs are include to the extent that the 

figures are available.. \ 

Some of the more important Government educational outlays are 
for : education of dependent children overseas; for education of Amer- 
ican Indians in Federal schools; for distribution of Federal surplus 
property to educational institutions; for apprenticeship programs; for 
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safety training in mines; and for education programs in Federal cor- 
rectional institutions.” 


CURRENT COSTS, INDIRECT 


18. Eammgs forgone by high school and by college or university 
students.— Earnings forgone by high school and college or univer- 
sity students are based on a number of empirical studies of the 
actual earnings of the school-age population in different periods. 
For 1955^66, the estimate derived is $1,456 per high school student 
“d college or university student (see app. B). Apply- 

ing to tH»e estimates the 4.39-percent rise in average gross earnings 
in all manufacturing industries between 1956 and 1958, the average 
earnings forgone per high school student in 1957-68 was estimated 
at $1,519, and the average, per college or university student, at 
$2,139. 

When these figures are multiplied by the number of high school 
students (7.7 million in^!955-66 an4 8.9 million in 1957-68) and by 
the number of students in colleges and universities (2,996,000 in 
1955-66 and 3,284,000 in 1957-58), the estimates > are derived of the 
total earnings forgone. Th# earnings forgone by high-school students 
are estimated at $11,211 million in 1955-66 and $13,519 million in 
1957-68. For college and university students the resultant estimates 
are $6,139 million in 1955-66 and $7,024 million in 1957-68. 

14. Earnings / or gone by medical interns and residents— Although 
my calculations allow for the income forgone by medical interns 
and. residents, they do not allow for other training programs for 
certification, such as the programs for certified public accountants, 
mechanical engineers, and architects because they are on a different 
footing. ' Such programs are not comparable to the programs for 
medical interns and residents because they are not requirements in 
the sense that interning is for a medical career. Apparently because 
of this, there exists no substantial income differential in those three 
fields between persons who take part in the special programs and 
those who do not 

On September 1 , 1955, there were 9,603 persons serving medical 
internships in the United States. (This and the following figures, 
with one exception to be noted, are taken from the annual survey 
of such internships and residencies published by the American Medical 
Association .) " From this total, I substracted the number of grad- 


“ 8n ' h tr» dleeneeed la Federal Fund, for SiuoatUm ms-Si mm d iSSS-SS 

(U.8. Department of Health, Education, and Welfare, Office of Education, Bulletin 1M1, 

WO. 10). 
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nates of medical schools in foreign countries who were interning 
in this country (1,859), leaving 7,744. Approximately half of these 
interns were serving in hospitals affiliated with medical schools and 
were receiving an average monthly cash stipend of $121. The other 
half, in nonaffiliated hospitals, were receiving an average monthly 
cash stipend of $169. The average of the two is $145. 

About 8 out of each 10 hospitals provided full maintenance for 
interns in addition to the stipends, and almost all of the remaining 
provided partial maintenance. I valued maintenance at $120 per 
month, taking into consideration the fact that a small number of 
hospitals provided no maintenance. 

Adding the monthly cash stipend to the value of the maintenance, 
a tigure of $265 was obtained as the average intern’s income per 
month, or about $3,180 per year. 

To obtain the income forgone by the intern, I subtracted this figure, 
$3,180 from $4,921— an estimate of the yearly income of a person with 
equivalent training — an estimate based on the median salary in the 
academic year 1955-56 for 9 months of teaching at the assistant- 
professor level.* 4 

I increased this figure by $1,300 to take account of the 3- month 
summer session and then added 10 percent to represent the difference 
between .salaries in academic and nonacademic jobs, and arrived at 
a total of $6,843. Subtraction from this total of the average income 
earned in a year gave $3,663 as the average yearly income forgone 
by the interns. This figure was then multiplied by the number of 
interns, 7,744, to give the total income forgone — $28.4 million. (The 
1957-58 figure is an adjustment of the 1955-56 estimate to allow for 
the change in the number of interns between the two periods.) 

The income forgone by medical residents was calculated by a 
method parallel to that used for interns. On September 1, 1955, 
there were 21,425 individuals serving residencies in the United States. 
From this figure we subtracted 4,174, the number of residents from 
foreign countries, leaving a total of 17,251 residents. Resident pro- 
grams (surgery, internal medicine, etc.) were grouped in eight jn- 
come classes and the number of programs were distributed in rouglily 
normal fashion among the classes.*® If we assume that the residents 
also are normally distributed (an assumption that is certainly open 
to question), then we may take the midpoint of the distribution, or 

«• This estimate ni obtained through a study of 772 Institutions, reported la "Salaried 
In Higher Education," VBA Jteeoorok BuUoti*, SO : SO -99, October 1S68, published by the 
National Education Association. ' 

«• All Information on residencies la aooted from "Graduate Medical Education In the 
United States," op. dt., and another article with the same titlo, firing more recent figures. 
In the Journal of the America* Medical Association, 171 : 060-1174, Oct 10, 1050. 


166 


ECONOMICS OF 1UGHEB EDUCATION 


$250, aa our estimate of the average stipend paid to residents. To ' 
this figure we add $100, representing the value of maintenance. This 
maintenance value is somewhat lower than that for interns, since 
only 56 percent of the hospitals provided full maintenance for resi 
dents and 25 percent partial maintenance. 

The average monthly income of the residents, then, was calculated 
as $350, and the average per year was $1,200. The estimate of the 
total income forgone by the residents was based on the reported net in- 
come in 1049 of general practitioners in the United States under the age 
of 3&—$9,054. M (This is the most recent information I have found 
in which income is given by age.) Incomes of general practitioners 
are now at least 20 percent. higher than they were in the early fifties/’ 
and 1 therefore increased the 1949 figure by 20 percent, finding a net 
annual income for general practitioners under 35 years of age of 
$10,805. From this figure 1 subtracted my estimate of medical resi- 
dents income, $4,200, to obtain the actual income forgone by residents. 

I then multiplied this final figure, $6,665, by the number of residents 
and arrived at ^115 million. If we add to this figure the figures 
previously obtained for income forgone by interns, $28 million, we 

get a grand total for income forgone in medical education of $143 
million. 

15. Military pay to studente . — Information on military pay in 1959 
was obtained from the Department of Defense. My calculations are 
based on pay averages for 18,000 officers and 124,000 enlisted men, 
constituting the average annual number of students. The figures do 
not include any military reserve programs or schools. The pay of 
student military personnel is included here because they are with- 
drawn from other tasks while in school but continue to receive the j 
same pay. 

CAPITAL OUTLAY FOR PLANT EXPANSION 

16. Elementary and secondary schools.— Data on expenditures for 
plant expansion of elementary and secondary schools in the academic i 
year 1955-56 are quoted from the Biennial Survey of Education. j 
1961-46, chapter 1, table 9. For 1957-58, comparable data, unpu£ 
lished, are quoted from tabulations prepared by the Office of Educa- ! 
tion for the Biennial Survey of Education, 1966-68. 

17. Colleges and universities.— D&t& on expenditures for plant ex- ! 
pansion of colleges and universities in the academic year 1955-56 are 
quoted from the Biennial Survey of Education, 1951-66, chapter 4, 
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table 2. For 1957 -58, comparable data, unpublished, are quoted from 
tabulations prepared by tin? Office of Education for the Biennial Sur- 
rey of Education, 1966-68. 

18. Public institution* for delinquents . — Data on capital expendi- 
tures for institutions for delinquents are quoted from Roln'rt L. How- 
land, Statistics on Public Institution* for Delinquent Children , 1956. 
Statistical Series No. 18, 1958 and No. 59, I960. Children's Bureau, 
Social Security Administration, I S. lVjmrtment of Health, Educa- 
tion, and Welfare. 

No figures are available at present on capital outlay for education 
programs carried out by the Armed Forces. Therefore the total cal- 
culated for capital outlay for plant expansion does not include such 
outlay. 


III. Findings and Concluding Observations 

The Nation's total investment in people through education for the 
academic year 1955-56 is estimated at $37.0 billion, and for 1957-58 
at $44.5 billion (table 1 ). When capital outlays for school and college 
plant are added, these sums are increased to $10.4 billion and $49.0 
billion, respectively (table2). 

Current costs of education are divided about equally between direct 
and indirect costs in each of the years. The earnings forgone of high- 
school students more than equals the total direct institutional costs 
of public elementary and secondary schools. Earnings forgone of / 
college students by far exceed the direct costs of colleges and uni- 
versities. Direct institutional expenditures of the colleges and uni- 
versities totaled $2.3 billion in 1955-56 and $2.9 billion in 1957-58. 

If we add to these direct institutional expenditures the imputed 
depreciation and interest and the value of property tax exemptions, 
the amounts are increased to $1.3 billion and $4.1 billion. Earnings 
forgone of college and university students are estljnated at almost 
double these amounts, or $6 billion for 1955-56 and at $7 billion for 
1957-58. 

What share of our national resources does investment in education 
claim? As was suggested earlier,, the conventional gross product 
estimates are not wholly adequate to permit a direct answer to this 
question without first adjusting gross product figures to reflect the 
imputed educational cost items (table 4). The adjusted estimate is 
5 percent higher than the conventional gross national product esti- 
mates. Educational investment in human beings amounted to 9.6 
percent of the adjusted gro® national product in 1957-58.and 8.6 per- 
cent in the biennial year immediately preceding. When the costs of 
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plant expansion are added, the share of resources devoted to educa- 
tion is mcreased by an additional 1 percent; for example, for 1957^68 
from 9.6 percent of the adjusted gross national product to 10.6 percent. 

1 r In vestment m education may be viewed in still another way, 
namely, as a share of the total gross investment, both public and 
private. Table 6 summarizes these estimates and indicates the items 
that may be added to the conventional gross private domestic invest- 
ments to arrive at a more inclusive approximation of investments, 
including both direct expenditures and the opportunity costs of invest- 
ment in education. The national total thus arrived at for the aca- 
demic year 1955-56 is $129.9 billion, of which $65.3 billion is the 
gross private domestic investment, $27.6 billion the gross public invest- 
ment, and $37.0 billion the direct and indirect costs of education as 
an investment in people. 

In 1955-56 and also in 1957-58, we were investing about 30 percent 
of our gross national product (as adjusted) for future growth. In 
more customary national-product accounting, private investment is 
shown as about 16.0 percent of the national gross product, and public 
and private investment at 22.7 percent. Educational investment is 

eqU u uV 5 a °° Ut one ' t } lirtI of total investment This makes it 
probably the largest single component of all investment in the United 
States. x 
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TABLE 4. Gross national product, adjusted to compute share devoted to 

formal education 

Y 

' (Amounts in billions) 


9 ro * product (conventional aooounts) 

r,"* 00 ? lutowSf piid on property i 

00 ^ Dds (toc,aded ** ^ 

olstudttits I. 


im-w 


w _\and university students »’ 
Medical interns and residents 


Adjusted crew national product 

Educational expenditures, direct and indirect: 

Amount ^ 

Percent of adjusted gross national product.. 


* 408.7 

2.9 

.2 

11.2 

6.1 

.1 


428.8 


37.0 

8.6 


1967-68 


$ 439.7 

16 

.3 

13.5 

7.0 

.2 


4617 


44.6 

9.6 


» See Ubl<i 2 for estimate* of depredation and interest end for Income forgone 
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Type of investment 


Total gross investment as adjusted for educational investment. 


Oroes private investment (conventional accounts).. 
Gross public investment (conventional accounts) L 
Gross educational investment (adjustment) 


Current oosti, direct *■ *, 
Current costs, indirect *. 


Gross educational investment as a percentage of total gross investment (adjusted). 

- A - 


1056-56 

1067-68 

$129. 0 

$133.$ 

55.3 

61.1 

27.6 

27.7 

37.0 

44.6 

19.0 

23.3 

1&0 

2L2 

Percent- 

28.5 

S3 4 


uhl« r u d * M ' Bat ° f ‘ ^ Qu * ttion ef 0< * ernmni SptvUnf. New York, Herptr a Bn*., WOO. ",p. we, 

» Bee table 1 In eddlUon to the three types of Income forgone listed In Ubto 4, mlllUry pey to stu- 
dents bas to be included here, 

»TUe -addition oftba total imputed property tax and sales tax exemption is, strictly speaking, incorrect. 
If these taxes were shifted to the educational sector, other taxpayers would have to pey so much less. Part 
of these taxes could be shifted away from consumption outlays and part of them oould be shifted horn private 
investment outlays. To the extent that the latter would take plaoe, we would have merely an Intrasectional 
shift in the investment sector and to that extent the figure is exaggerated. 
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CHAPTER 11 


Student Higher Education and Facilities of 
Colleges and Universities: Projections 

Selma J. Muehidn and ft'. Robert Bokelmm • 

I. Expenditures and Income of Colleges and Universities 
for “Student Higher Education,” 1970-75 

P ROJECTIONS OF EXPENDITURES by colleges and universi- 
ties for “Student higher education” * 1 and of tfyft instituti ons ’ 
sources of income for that purpose are presented here as a backdrop 
for subsequent chapters on financing of higher education. The pro- 
jections reflect the estimator’s judgment of the amounts required, 
under the conditions assumed, to assure educational opportunities for 
the increasing number of /talented young people in this country and 
to permit the colleges ^nd universities to discharge their greatly 
enlarging responsibilities. 

The underlying assumptions and the computations based upon 
them are presented in summary form below. Projection for a dec- 
ade and even longer is necessarily an adventure into the unknown. 
The estimates presented are derived from and consistent with the 
assumptions made. Under conditions other than those assumed, col- 
lege and university finances would develop differently in Hut-nil^ and 
perhaps in broad outlines. 

STUDENT ENROLLMENTS 

Total enrollments, reported in the Office of Education’s series on 
fall enrollments of degree-credit students, are projected on three 
different bases by Conger (ch. 1 of this publication) . His projections 
for aggregate United States are summarized in table 1 below. 

*PL 1 of thU chapter was prepared by Selma J. lluahkln. economic canto] taut tor the 

1 Division of Higher Education ; and pt IX by W. Robert Bokelmaa, Chlrf of the Business 
’ Administration Section, College and University Admlnlatratlon Branch, Mrfalon of Hlghtr 
Education, U S. Office of Education. 

> Student huffier education represents eesentlally teaching costa and "overhead” costs 
allocable to teaching. In the terms of toe Office of Edocattoa’a expenditure d efini tions, 
student higher education Indodss eoata of lna traction and departmental research, and 
that portion of expenditures for general administration, libraries, and physical plant 
allocable to Instruction. It excludes from the amount tor total educational and general 
expen ditures those expenditures for organised r ese arch and overhand connected with such 
raaanrch and expea&Uares related to other organised noatnstruetlonal activities. 
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T ^ E ! !n t 7^ n «? l ! men ^ 1957 “ d «»»««*• «d unlTersIUea, aggro- 

gate United States; and 3 iiluatrative estimates of enrollments* 1970 and 1975 
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The throe enrollment projections form the basis of the illustrative 
estimates developed here of expenditures by colleges and universities 
for student higher education and of sources of income. 

1 he long-term trend toward greater expansion in public institu- 
tions than in private institutions, it is assumed, will continue. For 
purposes of the estimates it is assumed that two-thirds of the enroll- 
ment increase between the academic years 1957-68 and 1970-71 and 
70 percent of the additional expansion between 1970-71 and 1976-76 
would occur in publicly controlled colleges and universities.* An 
alternative assumption of a uniform increase in enrollments in both 
public and private colleges would change the estimates very little. 
Similarly, a somewhat higher rate of expansion in enrollment in 
public institutions than that assumed here would not change the 
estimates markedly. 

GENERAL ASSUMPTIONS 

Salaries paid to faculty and others employed by colleges and uni- 
versities and costs of equipment, books, scientific instruments and 
apparatus, heating, and so forth, necessarily are influenced by trends 
in general employment and in price and earnings. Income received 
by colleges and universities is perhaps even more directly affected by 
such trends. It is assumed in the projections presented here that the 
economy will continue to grow in the period ahead and that a high 
level of employment will be maintained, with a maximum rate of 4 
percent unemployment 

The 1970 and 1975 projections assume that, output per person em- 
ployed will increase at the historical trend rate of 2 percent per 
annum; that the labor force will grow at 1.7 percent per annum; and 
that price rises will average 1.4 percent per annum.* 


* 8 t lm ! J ' Mu L * hkln ’ «*>• 14 - tor dUcoMlon Of changes in the proportion enrolled la 
public and private eopeges and nnlvergltlea during tbo 1950’s. 

04 Ubor forc * **°wth with three estimates of college 
enrollments (with a apraad of about 1.8 million between the "k>w“ and •’high’* enrollment 
eathmatee) Implies different definitions of "full employment" l single gross national 
product figure was uaed for simplicity of presentation, but it should bo recognised that 

may. la a single year period, redoes tbs potential gross aatlonal 
product *t full employment lorel*. 
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These assumptions and the estimates of gross national product 
parallel those presented by the President's Council of Economic Ad- 
visers before the Joint Economic Committee of the 87th Congress. The 
estimated figures on the gross national product for the years used in 
projecting expenditures for student higher education and the institu- 
tions’ income are : 

Grots national product 

Year {HilUonsi 

1957 1 4 15 

I960 actual UYi 

full employment level.. 53-5 

1970 ..... 880 

1975 1. 130 

Expenditures for student higher education 

The financial accounts of colleges and universities do not routinely 
provide a separate accounting of expenditures for each of their major 
functions — student higher education, research, ami public services. 
For the purposes of this chapter, expenditures for student higher 
education are projected in more detail than are the other functions 
named. As used here, exj>eiiditures for student higher education in- 
clude expenditures for instruction (and departmental research) and 
t he portion of expenditures for general administration, libraries, and 
maintenance of physical plant that is attributable to instruction. Ac- 
cordingly, from the category of exjxmditures typically reported in 
financial accounts, namely, “educational and general expenditures,” 
the following items have been excluded : organized research, extension 
courses for nondegree students, other public services and related ac- 
tivities, and also the part of administrative, plant-operation, and 
library expenses that is attributable to organized research and public 
services. Expenditures for auxiliary activities, scholarship aid, and 
capital outlay are also excluded. Student higher education expendi- 
tures of colleges and universities as defined here are estimated at $2,364 
million for 1957-68 for the aggregate United States. Educational and 
general expenditures, as reported that year, amounted to $3,634 million. 

Student higher education expenditures in turn are divided into 
(a) personal service expenditures, and (6) expenditures for com- 
modities or contractual services. The personal service component, 
which represents payrolls and fringe benefit outlays for persons em- 
ployed by the colleges and universities, was computed at 75 percent 
of the total expenditure for student higher education. 4 The com- 
modity and contractual service component represents the expenditures 

* This percentage represent* the weighted average percentage of payroll* associated with 
instructional costs and of payrolls for all educational and general purposes. The weights 
used were : (a) instructional expenditures, and (b) other expenditures for student higher 
education, including expenditures for administration, plant maintenance, and libraries. 
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for books, sppsrstus end equipment, cleaning materials, heatitg 

lighting, travel, and 90 forth. 

The amounts spent in the base year 1957-58 for student higher 
education and the^llustrative estimates of expend it ures for 1970-71 
and 1975-76 are shown in table 2. 
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In the development of the expenditure estimates ihe wide differences 
among colleges and universities in educational programs and in st affin g 

, not been uken ,nt0 ^'count ; the institutional pattern of higher 
education is assumed to remain essentially unchanged. Geographic 
differences among institutions and differences in rates of growth have 
also been ignored, although there is evidence that some States— 
Arizona, California, and Florida, for example- -have been experienc- 
ing a rate of increase in enrollments that is a good deal higher than 
that obtaining m other areas of the country. The techniques of pro- 
jection used here deal with aggregates and nationwide averages, and 
probably conceal some important financial problems. 

Expenditures for faculty and for other personal services.- The most 
important item in educational outlays necessarily is faculty salaries 
A recent report by Committee Z of the American Association of 
university Professors states: 

If the economic statu. of the profusion U unsatisfactory. the growin* 
mass of student* will t*»r thelees, somehow, continue to be taught. But 
what they will receive in the process win torn out to be no more than a 

* d0Catl0n ' ° f aU producU - to one of the most 

tte aC8dem,c Profession is kept sufficiently at- 
H teachers and researchers, more or lees unobtrusive adulter- 

atioa will be the Inevitable consequence.* 
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The President’s Committee on Education Beyond the High School 
estimated in 1957 that average faculty salaries would have to be 
increased by 75-80 percent to restore teaching to a competitive posi : 
tion in the professional labor market, and that to maintain this po- 
sition, once restored, would require additional increases. Tho Com- 
mittee recommended dbubling the average salaries in 5-10 yearn.* * 
This recommendation has been widely broadcast, and tho increase is 
generally accepted as a goal to strive toward. 

The estimates of payroll expenditures of colleges and universities 
are computed so as to allow separately for (a) faculty and oilier ool- 
’loge and university salary increases large enough to permit these posi- 
tions to become more attractive and to compete effectively for the 
tAlents of gifted persons with alternative employment opportunities; 
and ( b ) sufficiently increased average salaries in the future to enable 
faculty compensation to hold its improved competitive position. The 
base-year salary levels, accordingly, are computed to allow for a read- 
justment-increase of 50 percent over 1957-^58 average salaries. {It 
must be recognized that salaries increased by 16-20 percent during the 
period 1957-58 to 1960-81.) Although- the 50 -percent increase is 
admittedly an arbitrary figure, it corresjKmds to the increase tiiat 
Harris estimates as required to restore tho relative income status of 
fnll professois in outstanding universities to its position of tho 
1930V The base figure, adjusted for tho 50- percent rise, is increased 
further to allow for a 2-percent -per- annum rise in the average pro- 
ductivity of all tile workers in the civilian labor force and also for an 
assumed average rise in prices of l.$ percent per annum. The allow- 
ance of 2 percent productivity gain per annum is made to retain the 
competitive position of faculty salaries, whether or not faculty pro- 
ductivity is increased. Thus in a sense the further assumption of an 
increase of 20 percent in student- faculty ratio for the academic year 

1975-76 is independent of the salary 


In the projections, staffs for instructional and administrative pur- 
poses were increased less than proportionately to enrollments for the 
academic years 1970-71 and 1975-76. The assumptions used in de- 
veloping the staffing figures are based on those outlined by the Office 
of Education in a report on the future financial needs of higher edu- 
cation.* That report assumes that the number of staff members 


• U.I., Tb« FrcoMeeVo OoaalttM on Bdneodoa Bryood tho High School, Mtoond Boport 
*o IM PrmUemt. WoohUgtoa, D.C., Jol/ 18B7. p. 8. 

* Styaocor Btrrto. FtaaoeUg at Higher Bdueotloa : Brood I mom, In Ftoooctep 

Bitkw Mt «e«Moo, Deater 1L Icwr, u. Now Torh. ltcOroW-HUl Book Co., 

la**. ». 71. 

•US. Doportaont of Health, Bdueotloa, tad Wolforo, OSoe of Education. r«*-r«or 

Obf ooMooa hi ««• . atom,- Stghor edocottoo atojtag mmt gh g ato o l /MttMoo, JHM1 through 
IHt-Tt, W-iihlBgoo , D.C., 1M1. p. t. 
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hl 1 f rUCti0n k and administrat ion will rise with Hie increased 
enrollment, flowing, however, for a higher student-staff ratio during 
the decade of the 1960’s of about 20 percent. The report says: 

h (w!* 6 ) t rise In student-staff ratios Is assumed In spite of the llkell 

?r^se T R “ TT* lD the PrOP ° rtIOn <* «"*«*• -tnd'ents an7« t 

, CU " f lar d,veralUe * corresponding to continuing tacrea“ to 
knowledge would tend to produce a change in the other direcUomAtoLr 

\ th ir i0Cted ™Uo could not. to oTr jTdg^e^ 

• r;r. e 

staff ^ the ^ l T teS Presented here ’ a 20-percent rise in student- 
staff rat o is assumed to occur by 1970-71 and an additional rise of , 

of^assump^ions Tth^ ? 97 °' 75 ' a ^^cnce of the combination 
or assumptions (the nse in productivity and price and the larger 

mcrease m staff relative to enrollment increases during the last 6 yeSs 

!nrln e J r ° Je ? T with 1970-71), expenditures per student 

enrolled are higher m 1975-76 than in 1970-71. 

tu Sfr f ° r C0 ™™ dit & and contractual «wfc».-Expenai- 

Zthf X pay ? lcOSts are P ro i «**! on the assumption of a 

Sfa ^rtW X T Pr ° POrt r ate bcreases * enrollment, 

with a further allowance for an underlying general price rise A 1- 

^~Tr l j ip :r for libra ^ ***^£JL 

and 11“ “ ns «l“mce of increased enrollment, 

would L nffl/t I!'"! a . bout lower eosts r*r student, these savings 
methods, such as tLtaof ^utpm™hw CC ° mP “ rinS: “ in8tructi »»l 

SOU education JPPORT F0R student higher 

The major issue in this chapter is not whether we can afford to 
projected expenditures in 1970-71 and 1975-76 (see 
table 2), but rather what the relative shares in the financing will be for 
indents, governments, and private philantrophy, and hoZfw the 

rSCditu°L ProjeCted ~ Wi " * financing 

Bmc-year income dietribution.-*. preliminary step in the preiec- 
tmn of mc ome available to pay for student hi^her eduTtion fata 

* Ibid., p. 9 . 
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approximate the amounts contributed by each of the several sources 
in the base year 1957-68. The sources of funds used for the three 
major functions of colleges and universities are not separately identi- 
fied in the basic data. However, reports from these institutions to the 
Office of Education provide data on their current income for “educa- 
tional and general purposes”; these data exclude amounts received 
from auxiliary enterprises and those received for scholarships and 
other student aid. Funds designated for organized research are also 
separately identified and are excluded, and income from “organized 
activities relating to educational departments” is limited to the excess 
of this income over expenditures for those departments. With these 
adjustments a beginning can be made toward identifying the funds 
available for student higher education. The amounts estimated for 
1957-58 for student higher education, by source of support, are shown 
in table 3. 

TABLE S. — Current income for support of student higher education, by source, 
in colleges and universities, aggregate United States, academic year 1957-58 

(Amounts in millions] 


Source 

Amount 

Percent 

Total. 

$2,368.9 

100.0 

Tuition and few . 

Gifts and endowment earnings * v 

866.1 

346.8 

1,001.1 

956 

613 

36.2 

14.7 

42.4 

4.0 

2.7 

State and local funds 1 

Federal funds* 

Other* 



>Tbe amount of income from student tuition and fees at reported in Biennial Survey date for 1957-58 is 
million. To this amount is added tuition and student fees set aside In plant funds. $21.1 million. 
An estimated 147.6 million for scholarship aid (estimated at two-thirds of scholarship income, excluding 
transfers of Income and remMons of fees). Is deducted from tuition; and $56.6 mill Jon. the estimated amount 
of income from tuition for e^ension non-decree-credit courses also Is deducted. Set Richard Goode, ch. 17, 
for explanation of the two-thirds* adjustment. 

*Inoomefrom sources i other than student tuition and fees, proportionately reduced to correspond to the 
difference between student higher education expenditures and total income as repented in the Biennial 
survey. 

1 Federal funds paid to colleges and unlversttfes. less funds lor organised, r esearch and for agricultural 
experiment stations and extension work. The estimate used here represents a reconciliation of Biennial 
Survey data and an independent estimate by Penrose Jackson (8chool Finance Section, Office of Educa- 
“gd on amounts reported by Federal agencies in a survey of Federal activities related to education 
(unpublished data, U. 8. Department of Health, Education, and Welfare, Office of Education). It should 
be recomizod that Federal funds in addition to the 695.5 million are spent for higher *i«eau«a. hut that 
these additional amounts are either for purposes other than student higher education, such as organise* 
research, or are paid to studentra^d do not go directly to the oolleges ana universities as Federal aid 

Tuition payments . — In the projections in tables 4 and 5, tuition per 
student enrolled in publio and in private colleges and universities is 
increased as a first approximation in proportion to the increase in 
average family income, or at an assumed rate of 3.4 percent per 
annum — a rate consistent with the underlying general economic as- 
sumption. It is assumed, however, that the increase in the number 
of children in families in the future not only would somewhat reduce 
the college attendance (see Brazer and David, ch. 2 of t.hi« publica- 
tion) but also would exert some downward pressure on' tuition 
increases. Arbitrarily the estimated tuition payments were reduced 
by 10 percent to allow for the larger family sax 
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State and local governmental funds. — As a first approximation of 
the .amounts of State and local funds made available for student 
higher education, these funds were projected on the basis of expe- 
rience since 1950. State and local funds for this purpose per student 
enrolled in public colleges and universities remained relatively uni- 
form from biennium to biennium. Over the whole period, these per 
student contributions increased, on the average only 1.2 percent a year. 
Although these publio funds are not exclusively used to finance public 
institutions, and the amount of State support of private institutions 
is growing, the historical data suggest a close parallel between the 
growth in public funds and in the number enrolled in public institu- 
tions. State and local funds accordingly are projected to rise in 
proportion to the number of students enrolled in public colleges and 
universities, with an added adjustment corresponding to the average 
increase in per student funds over the period since 1950. The figures 
thus computed are compared with the amounts that State and local 
governments will raise for student higher education if their tax effort 
remains at the 1957-58 level. 

Several studies of State and local finance suggest that State and 
local tax bases can be expected to expand roughly in proportion to 
increases in the gross national product. Accordingly, there would be 
a 1-pereent increase in tax base for each 1-percent rise in the gross 
national product. The growth in the economy would increase the $1 
billion contributed in 1957-68 by State and local governments for 
student higher education to $2 billion by 1970-71 and $2.6 billion by 
1975-76. A large share of the State and local funds estimated in the 
illustrations shown in table 4 could be raised without imposition of 
new State and local taxes or increases in rates of existing levies. 
There is every indication that States and localities have increased 
tSieir support of institutions of higher education more than propor- 
tionately to the expansion of the economy in the past, and further 
increases may be anticipated, calling for greater tax effort. 

Other sources . — For the purpose of arriving at a first approxima- 
tion of the projected amounts of college and university support from 
sources other than those already discussed. Federal Government funds 
and other miscellaneous amounts of income are increased in propor- 
tion to the estimated increase in the gross national product and 
adjusted by an index of enrollment increases to reflect the differences 
in fund requirements arising from the different levels of enrollment 
projected. 

Total fret approximation of incomes and additional amounts 
needed . — As a basis for projecting an approximation of the total 
income available for student higher education in 1970-71 and 1975-76, 
as shown in tables 4 and 5, the various sources of funds now used 
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have been projected, ns indicated earlier, on the assumption that 
tuition charges will be increased in proportion to the rise in family 
incomes; that States and local governments will continue to make at 
least as great a tax effort for student higher education L they have 
m the past ; and that other funds for that purpose, both private and 
public* will bo enlarge^ in amounts consistent with the growth in the 
national economy and with past, trends. 

. No change in the basic structure of financing has been assumed in 
determining the total first approximation of amounts of income avail- 
able by source of funds. However, some change in the structure of 
financing is needed, as is indicated by the additional sums required to 
finance the total costs of student higher education (tables 2 and 4) 
These requirements will presumably have to be met through greater 
efforts by individuals and by private and public agencies if the quality 

of education is not to be impaired. * 

ESTIMATED TOTAL EDUCATIONAL AND GENERAL 
EXPENDITURES 

In table 6 projected expenditures of colleges and universities for 
student higher education are combined with estimates of research 
expenditures in the«e institutions and with rough allowances for their 
public service outlays to provide estimates of total educational and 
general expenditures for 1970-71 and 1975-76. 

The projected increases in expenditures of colleges and universities 
patently will require substantial increases in their income. However 
economic growth will enlarge the resources available for this financ- 
ing; the gross national product by 1975 will exceed $1 trillion if our 
stock of manpower and equipment is fully utilized. Out of the en- 
larged income flow, the country can well afford to finance higher 
education for the growing number of students. As a Nation, w e can 

*>»**•■ •"<* universities, 

mO-7?iS.d lS75-7« ' illustrative estimates of these expenditures. 
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ill afford to fail to commit the resources and funds required to fulfill 
our national manpower needs for professionally trained people. The 
highest of the estimates of student higher education expenditures 
presented here calls for %n increase from one-half of 1 percent of gross 
national product in 1957-68 to 1.0 percent by 1970-71 and 1.1 percent 
by 1975-76. The highest of the estimates of total educational and 
general expenditures calls for an increase from 0.8 percent of gross 
national product in 1957-58 to 1.6 percent by i970— 71 and 1.9 percent 
by 1975-76. 


II. Needs for Facilities, 1961-75 

Several important factors contribute to the critical need for expan- 
sion of physical facilities for institutions of higher education. A 
larger college-age population is a certainty. There is every reason 
to believe that a continually increasing proportion of college- age 
youth will seek a college education and will remain longer in order 
to earn more advanced degrees. Also, the vastly increased emphasis 
on advanced study and research calls for new, costly equipment and 
other facilities not formerly required in many institutions of higher 
education. These evidences of increased need, plus a backlog of 
obsolete and temporary buildings in need of replacement and repair, 
form the basis for the projection of needed physical facilities as set 
forth in this chapter. 

To what extent rising costs will be offset in the future by the 
development of less costly construction materials and techniques and 
better utilization of present plant facilities (sometimes brought about 
through academic and instructional reorganizations) is di(ficult to 
assess. These and other developments -may emerge to alter estimates 
of unmet needs. 

Physical facilities costs as projected here include costs of equip- 
ment for the building, site development, and auxiliary items such as 
sidewalks and parking lots, as well as actual building costs. 

In the padt, the physical facilities costs have accounted for approxi- 
mately 20 percent of the total annual expenditures for higher educa- 
tion. Current annual expenditures for higher education facilities 
approximate $1.25 billion. 

It is in the national interest to provide adequate physical facilities 
for the accommodation of every student properly admissible to our 
colleges, universities, and professional schools in the years ahead. 
These indude all instructional, research, residential, and auxiliary 
facilities requisite to each institution’s performance of its full 
functions. 
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The achievement of this objective will require major efforts as 
follows : 

1. An increase in residential and service facilities sufficient to ac- 
commodate expanded enrollments of both single and married students 
who live on campus. 

2. An increase in instructional facilities— classrooms, laboratories, 
libraries, and equipment, quantitatively sufficient for the needs of 
expanded enrollments and qualitatively sufficient for the ever-chang- 
ing requirements of an advancing culture. 

3. Rehabilitation, renovation, and new construction to wipe out the 
accumulated backlog of womout, outmoded, and unsuitable facilities 
now in use and to maintain facilities in satisfactory condition as they 
depreciate. 

4. Expansion of research and graduate instructional facilities and 
equipment, in keeping both with the growing needs of the Nation for 
research and for highly trained manpower and with the mounting 
potential of undergraduate enrollments from which graduate students 
and research personnel in increased numbers will be drawn. 

THE INCREASING STUDENT LOAD 

Facilities needs, like staff needs, are related specifically to enroll- 
ments, though in neither case is the relationship direct. Shifts in 
the proportions of resident and commuting students, of married and 
single students, and of graduate and undergraduate students will 
affect facilities needs, as will also modi|Btytiona in institutional cal- 
endars, scheduling, and utilization of spaced 

The need to accommodate increasing numbers of students accounts 
for only a part of the upsurge in requirements for physical facilities, 
'the provision of special kinds of space and. equipment appropriate 
to particular instructional functions represents a growing burden on 
the colleges and universities, many of which will need to replace make- 
shift arrangements that they have had to use even in some areas of 
graduate instruction and research. Proper facilities for graduate 
programs, it should be noted, are generally more costly than those 
for undergraduate. 


are continuously generating new needs for physical facilities, ine 
increasing emphasis on foreign language study, for example, will 
require the construction of language laboratories for the application 
of new learning techniques. Particularly expensive space and equip- 
ment are required in the physical sciences, where knowledge of estab- 
lished subjects is expanding rapidly and where whole new fields of 
study are evolving. The purchase and installation of a nucl ea r 


New developments in both subject matter and methods of 
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reactor today represent* an investment of funds greater than would 
have been spent for a whole scientific establishment half a century ago. 

Much attention is being focussed also on new media of instruction 
and pn new techniques in the use of special media, such as television 
and audiovisual devices. While these developments hold some hope 
for savings in instructional oosts, a point we shall discuss later, we 
must consider also the requirements that such use could generate for 
specially constructed facilities. 

Medical and dental training facilities are currently being utilised 
to capacity, but the number of physicians and dentists graduating 
yearly is not sufficient to maintain current standards of service to 
our increasing population. To maintain a satisfactory population- 
physician ratio of 7*67,, to 1, the output of physicians would have to 
expand greatly. 1 It has been estimated that between 14 and 20 new 
medical schools will have to be built if the existing population- 
physician ratio is to be upheld. The financial cost involved here is 
great sinoe the construction of a medical school requires a capital 
investment of between $10 and $20 million, depending on whether 
a teaching hospital is already available or must be included in the 
investment. The factor of urgency also enters into the consideration 
inasmuch as there is a lag of 10 years between th$ planning of a 
school and the production of its first graduating class. 

Contributing further to the need for medical training facilities is the 
need for dental schools. According to projections of trends in the 
supply, the number of dentists in practice in 1975 will total only 96,000, 
which is about 15,000 fewer than will be needed to assure that dentists 
will be at widely available at now.* To forestall such a shortage will 
require by 1970 facilities capable of graduating 6,180 dentists an- 
nually. This it about 2,700 more per year than are now in prospect, 
and will require a 75-percent increase in training capacity. 

The preparation of many professional and semiprofessional tech- 
nicians also requires specific kinds of facilities, other than those we 
have already mentioned in connection with the advanced training of 
scientists, engineers, physicians, and dentists. 

Colleges and universities have increased their organized research 
activities tremendously since the end of World War II. In the 
M/otfattik year 1057-68 approximately 20 percent of their total educa- 
tional and general expenditures went toward the support of organized 

tfto lliiliMHl M 1MM lurrt utf Mrattu. U.S. Department of Health, 
■data don, cad Walter*. Waahlnytoa, DC, Joan IMS. (Final report at the Secretary’* 
at Mrft** 1 lam ih aad Macadoa.) Sac Will lam H. Stewart, ch. 4 of this 
willwtlw. ter dteeaaatoa at tea Nadoat health manpower needs. 

■ U.S. Department at Health, Maaatfaa, aad Welfare, PaUle Health Service. Fhpet- 
Mmw far 4 tndhf smarted, Sepoyt a t tea Saryeoa Ooaerml'a Consultant Group an Medical 
■Sacdttoa, PHS Pah. Ma. TSS, ItSS. *ST. 
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Thi ® is twioe ^ percentage so expended in 194^-46. Al- 
though the major*, portion of these expenditures is underwritten by 
foundations, industry and the Federal Government, the main bZen 

f if u mg P - ^ S1 . Ca ^ aci l ^ e8 nee <l e <l to carry on research normally 
fahs on the institutions themselves. Since organized research activitii’ 

T ntmUe l ° iDCreaSe ’ C ° 1Ie « eS and diversities will have 
to devote a significant portion of their funds to equip, construct and 

^ WhiCh ^ ^ U “ y 

Still other factors will influence requirements. More and more in- 
stitutions are catering to a year-round student enrollment and will 
a e to make additional capital outlays to counteract the resulting 
more rapid deterioration of buildings and to provide a more satif 
factory environment for summer work such as air conditioning, even as 
they thereby accommodate more students. There is also a need for 
housing for married students and associated auxiliary facilities, such 

din^n^^ 00 8 ’ UmVer81ty lah0rat0ry 8chools ’ health enters, and 
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The growing numbers of married students on college campuses in 

mst, l tution8 to make increased investments in 
^idential facilities for such students. A study by the Association 
of College and University Housing Officers shows that nearly two out 

^P°? din K questionnaire have assumed 

responsibility for married students’ housing by constructing at least 
some of the necessary facilities. 4 

™ er6 j ampl Y VidenC8 ^ °° l] ^ ™d univereitiee consider the 
a^mmodation of married students a permanent responsibility. The 

Edu ^ tlon 8 P h y® CAl facillti « survey reveals that 4.6 percent 

UmV r ity expenditurea for construction of housing 
during 1951-55 was for married students. 4 Institutions estimated 

during- 1956-70, 9.7 percent of their expenditure for housing will be 

® mce Abont 2 * m much resklence space 

is required for a mamed student as for a single student, and since 

increasing numbers of married students are attending colleges and 
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universities, proportionate increases in housing expenditures are un- 
avoidable. A factor that further complicates the task of financing 
residential facilities is the increase in the proportion of women stu- 
dents in colleges and universities, since dormitories for women are 
more expensive to construct than those for men. 

Urban universities especially are faced with the responsibility of 
providing additional housing for their expanding student bodies, as 
they increasingly attract hndergraduate and graduate students from 
outside their immediate areas. 

Additional residential facilities will be needed by junior colleges, 
many of which have experienced increased enrollments. In 1961 
about 240 of 276 private junior colleges in the Nation i rovide some 
residential facilities iof their students, as did also a few of the 391 
public junior colleges.* States where junior colleges abound, such as 
California and Texas, estimate that an increasing number of their 
pubUc jjmior colleges will need to operate student dormitories, A 
number ofSt&tes either are planning or will soon have to plan dormi- 
tories for the|r public junior colleges. 

One decided economic advantage of the community junior college, 
its proximity to the students’ homes, has tended to limit the need for 
dormitories and other physical facilities. Whether the number of 
junior colleges will continue to increase as rapidly as it has been 
increasing since World War II is not known. However, increase in 
the number of these institutions will continue to receive prime con- 
sideration by States as one method of alleviating the crowded condi- 
tions ih existing colleges and universities. Students who complete 
the training available at the community junior college will either 
terminate their formal education at that point or transfer to a 4-year 
college or university. Transfer students will then strain the instruc- 
tional and residential facilities of 4-year colleges. 

Althpugh junior colleges offer some opportunity for saving in total 
plant investment in dormitories, a rapid rate of increase in the num- 
ber of junior colleges will nonetheless require substantial additional 
investments in instructional and general facilities, 

REVIEW OF RELATED STUDIES 

Several research studies conducted at national and State levels 
furnish important dues to the magnitude of the investment that must 
be made in the Nation’s higher education facilities in the years im- 
mediately ahead.' 

•Advance data from College and University Enrollment and Faculties Surrey 1961-46. 

C JL Department of Health. Education, and Welfare, Office of Education. 
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A study made by Long and Black T projects 1957 -58 enrollment* 
to L <t and, on the basis of this projection, estiinaU* the additional 
piysical plant facilities that will be required to accommodate the 
anticipated enrollments. The estimated increases over the 8, 027,029 

of 9 ^i f °^ 957 i^ enr ° llmil ' nt rangB from a low of 2,017,000 to a high 

In addition ^estimating the needs for expansion of facilities for 
le period 195«- ( 0, Long and Black consider the cost of replacement 
of existing substandard facilities. Using a replacement rats of 2 
pen»nt per year, they estimate replacement of faeilities other than 

SiSriJn °° 6 f, $2 * ) million - vear ’ “d replacement of residential 
faculties $80 million per year. Adding the cost of replacement be- 

a^Tsi^sV nr 19 /° ( ^' 8 ' 2 b,U,on for facUitiefl °ther than residential 
and $1.38 billion for residential) to the cost of facilities expansion. 

at^ioToTn- UlC t0t * 1 am0unt of needed physical facilities 

$12.19 billion to $15.26 billion, exclusive of the cost of additional 
land, equipment, and campus improvement 

• mfl U . dy pubh l hed bj the C/OUncil for Financial Aid to Education 
in 1959 surveyed the plant needs of 885 leading colleges and universe 
ties during the l9f7-07 decade. The estimated oost of buildings. 

un P„ rovenient ^ ^r the 820 institutions that responded 
was *t>.04 billion. With this figure as a base, it ia estimated th^t Uie 
total cost of construction, equipment, and improvements for all insti- 
tutions of higher education during the 10 years would be $11.6 billion, 
or approximately $3,884 per student increase in enrollments exclusive 
of the costs of acquisition and improvement of sifc» and of replace- 
ment for deteriorated buildings. P 

In the second of its five reports of studies • dealing with physical 
faC . 1,I *^f of ^nstitutions of higher ©dneation, the Office of Eduretion 
included a chapter on ^rejections of buildings needed through 1970. 

n the basis of assumptions concerning enrollments, additional in- 
structional and residential needs, construction oosts, and rehabilitation 

195^70^“^ °\ buUding8 in 1970 ’ re P° rt ^nutee that for 
^ • , co ? oi new ^^ruction needed to accommodate 2388.000 

additional students by 1970 will be $1236 billion, or over $8^Sion 

per year for the 15-year period. Of the $1236 billion needed for new 
st ructio n, it is estimated that approximately $7.06 billion will be 

f John D. Ix>nf and J. B. Blick. * 

Council for FlntnrUl Aid to Education 

The Council. Jon® ** ****** *** Bmmktkramgh. Vow Tort 
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needed for instructional, research, general, and auxiliary facilities, 
and $5.80 billion for residential facilities. 

Another Office of Education statistical study M indicates that 15 
percent of the college facilities first occupied between 1040 and 1957 
are unsatisfactory and should be rased. This high rate of obsoles- 
cence is due largely to the acquisition by college of temporary build- 
ings under the Government’s surplus disposal program immediately 
after World War II. Make-do measures during the money shortages 
of the depression and the materials shortages of the war peruxi have 
produced a backlog of deferred replacements that cannot l>e indefi- 
nitely prolonged. The same study indicates that 12 percent of the 
buildings occupied before 1901 and still in use in 1957 should lx? razed ; 
that 17 percent of those first occupied between 1901 and 1920 should 
be replaced; and that 5 percent of those first occupied between 1921 
and 1940 are obsolescent 

If an adequate allowance were made for the cost of keeping facili- 
ties in satisfactory condition as they depreciate from time and normal 
usage, as well as an adequate allowance for replacing and rehabilitat- 
ing facilities then obsolete and substandard, a computation based 
upon probable needs during the period 1958-70 places the estimated 
cost of such measures at $4.8 billion, or about $400 million per year. 

In this study it was assumed that colleges and universities were 
constructing both instructional and residential facilities to accom- 
modate the additional students during the 1958-58 period, but that 
funds to care for replacement, rehabilitation, and normal deprecia- 
tion would continue to be deferred and that these factors would need 
to be cared for during the remaining 12-year period 1958-70. There- 
fore, the needed construction for accommodating additional students, 
estimated to cost $12.36 billion, was averaged over 15 years at $824 
million per year. The cost of replacement, rehabilitation, and allow- 
ance for depreciation, estimated at $4.78 billion, was averaged over 
12 years at $399 million per year. For the 12 years 1958-70, the 
average for buildings alone was determined to be in excess of $1.22 
billion annually. 

The report of the American Council on Education included sum- 
mary data from research studies made by 15 States. 11 Data from six 
States (Florida, Indiana, Louisiana, Mississippi, New Mexioo, and 
Tennessee) that had comparable data in each of the categories were 
compiled to obtain an estimate of what the cost peradditional student 


* Louis A* D'Amico end B. Bugeat Biffins. Oellegs amd University Facilities 8nrvey. 
Fart $: inventory of Celle?* end University Physical Facilities, December $1, j $$7 (s Pre 
l i mtmmry M ap ar t ). UJL Department at Hoaltfe, Education, and Welfare, Office of Ed a di- 
ttos, 19*9, 

«* Loaf mad Black, op. dt 
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»ouM 1* to nipot th, nMs by 1970 for tvsidenti.l /abilities and tbooe 
other than residential, tor these six States it was found that per- 
S , , 1,1 ° ,her tlmn residential facilities would average $1 938 

nnd that the evidential facilities cost per full-time student hollaed' 
«ould average >4,6.35. It was estimated that one out of every three 
additional students would require housing. 

Although the estimates reached in the studies mentioned natundly 
i iffer, they constitute conclusive evidence that the per-student invest* 
ind^Lj 11 ^ llhonal facilities required between now and 1970 is great 

BASIC ASSUMPTIONS OF THIS REPORT 

To determine the cost of needed facilities for any target date in 
he future is a complex problem in statistical forecasting. .Con- 
inued use of substandard and obsolete buildings has frequently do- 
ayM the const met .on of new buildings. A further complicat ion is 

, fHCt tha( m,,sl P ro i«* into the indefinite future a rational 
balance among the types of facilities to be provided: classrooms and 
laboratories, residence halls, administrative office space, auditoriums, 
l mines, gymnasiums, hospitals, student unions, and other auxiliary 
ao i lots I ho projmrtions in which investment must lie divided 
among these, as well as the total amount required, are dependent 
u P° n a ' v nlo variety of factors. 

Data are reliably established on two important factors to be con 
suered m estimating future building requirements: the college-age 
population and the condition of buildings now in use. The trend in 
ie proportion of college-age |>opulation actually going to college, 
hough it cannot lie forecast with certainty, is reasonably well estab- 
lished. Other factors in making cost estimates of physical facilities, 
Mic i as space }*r student and cost per construction unit, c*n be 
established from data available on State, regional, or national levels. 

It is difficult, however, to assess to what extent better utilization of 
ciLsting campuses will affect the total estimated cost, or the propor- 
tion of the college population of the future that will have to be housed, 
n projecting facilities costs these and many other factors can be 
used only through arbitrary assumptions based on the record of the 
past and on one’sjjest judgment as to the future. 

T . h ® * oIlow *"g assumptions have been made in projecting to 1975 

°! necessar 7 expansion and improvement of the facilities 
of the Nation’s institutions of higher education. 

BimIc m*mmptlon* pertinent to mil three enrollment projection*: 

L ISi ° D mi< 016 gTOm are * of la^trnctlonal bulldlnga waa 

“ °“ * qQare te * u aod the gross area of residential building* 

r* 229.9 million square feet * 
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2. That because of obsolescence tod aubsUndard conditions, 12.3 percent 
of the inrttructloELal buildings — <50.2 millioD square foot — and 105 por* 
<^0 ot of residential buildings— 24. 1 million square feet — not'd to t*e 
replaced. 4 

3 That, in addition to the obsolete and aubntandanJ bothling* mentioned 
above, 9 8 percent of instructional and related buildings ( 408,275,680 X 
0 098) and 9.1 percent of residential building* (229.925,000 x 0 091 ) 
are presently in rundown condition and functionally obsolete These 
need to be returned to satisfactory condition a a soon as possible. The 
number of additional square feet required for instructional and related 
building* will amount to 40,011*017; for residential, 20,923.175 

4 That each additional full time student will require an average of 100 
Kquare feet of space for instructional and related purposes (This 
figure is baaed on 125 square feet per student aa developed by the Office 
of JCdumtlon’a CoUsgt and tfsltwrify Faciliti** Smrvey, Part 2, n and 
adJustiM to apidy to full time students only. 


5 That any present excess capacity in resit tial facilities in some cob 
leges and universities throughout the country la more than balanced by 
the serious overcrowding in many others— an inference based on data 
fmm i*age 4 of the Collept and UnivrrrUy FociUUrj H*n>ry, Part t . 
fi That institutions will continue to provide housing for one third of the 
full time students ThU fraction wa* derived by analysts and extrap* 
olation of reiUdentlal-enroUment data also in part 2, page 4, of the 
College and UnU'trtiiy FacQitira b’srtvy. 

7. That 90 percent of the full time students will be single 
8 That 10 percent of the additional students furnished institution owned 
housing will be married. 

9. That each additional single studbnt housed la institution-owned dormi- 
tories will require 237 gross square feet of bpace; each student family, 
572 gross square feet 

10. That construction costa of building* will increase at the rale of T8 
percent per year. Thus a building coating an average of $20 per square 
foot in I960 wiU cost $21.86 by 1965, $23 90 by 1970, and $28 14 by 1975. 

11. That other capital costa, including costa of land, equipment and furni- 
ture, and campus improvements, will amount to 50 percent of building 
construction coats. 

12. That the cost per square foot for replacement of obsolescent and sub- 
standard buildings, instructional and residential, will rise at the same 
rate as that of constructing a new facility. 

13. That the cost of returning buildings to satisfactory condition will 
average 50 percent of the construction cost of new buildings. 

14L That identifiable needs for specialised research— related facilities in 
medicine, dentistry, agriculture, engineering, and other professional 
fields over and above the growth assumed for Increased enrollments — 
will require capital outlays in excess of $4.5 billion. 

15. That obsolete and substandard instructional and residential buildings, 
as well as facilities presently in rundown condition and functionally 
obsolete, will be remodeled, modernised, or replaced by 1970. 

* Bokeimtn mU Rork, op. dU, p. *3. 
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16 ’ l r add,tlon to 016 obsolete, substandard, rundown, and functionally 
ifl'n V SPaCe expected 10 ** ^modeled, modernized, or replaced by 
9<0, l percent of the space in nse between 1961 and 1970 will require 
modernization or rehabilitatidn each year and the rate will increase 
to 2 percent each year, beginning in 197L 

Assumptions pertinent to enrollment projection l ( trend projection ): » 

/oMj-nrollment will increase from 3,010,000 in 1960 to 5,257 000 
in 196o, to i, 00/, 000 in 1970, and to 8,677,000 in 1975. 

* wm‘dl“r«L ft* I5 ' r ™ r P * rl0d ' pr0l '" U ™ enrollment 

3 "“™“ fr ““ 2^7,000 in 1000 

,n, ' ' ■ 10 m °' lo 0,700,000 In 1075. Compared 

with 1960 this represents a full time enrollment Increase of L 042.000 hv 
1!K>5, 2,007,000 by 1970, and 2.791.000 by 1075. * 

,rt“c,ZT' to e " roU ~"‘ '">**«•" « O.th'f. 

1 enpollment win Increase from 3,610.000 In 1960 to 4,697 000 

in 1965, to 6,001,000 in 1970, and to 7,140,000 in 1975. 

2. That during this 15-year period, total full-time enrollment will vary 
from 62 to 67 percent of total foil enrollment n 

8 ‘ total 1 uU -*lme enrollment will increase from 2,347000 in 1960 to 

rZMr f ° 3 ’ 843 * 000 ln 1970 > and 4 3»5.000 In 1975. Compared 
th 1960, this represents a full-time enrollment increase of 744 000 hv 
1965, 1.496.000y 1970, and 2,012,000 by 1975. ’ * 

Assumptions pertinent to enrollment projection III (constant -rate projection): 

l ' ^ a ll° tftl ®^ lllnent W,U ,ncrefl8e from 8,610,000 in 1960 to 4,367,000 
ln 1965, to 5,241,000 In 1970, and to 5,982,000 Hi 1975. 

2. That during this 15-year period, total full-time enrollment will average 

from 65 to 68 percent of total fall enrollment g ® 

1 *937 OOtnn WU1 tocre ® 8e tr0m 2-347,000 in 1960 to 

with ’ 1966 tm 65 ’ t0 3 ’ 522 ’ 000 ,n mo - and to 3,966,000 in 1975. Compared 
’ ^ 9 represents a full-time enrollment increase of 590000 hr 
1965, 1,175,000 by 1970, 1,619,000 by 1975. ’ 7 

J' aCt ° n ^ a [ ter the Projections — Many unmeasurable influ- 

Wfm^h ° Ut t0 haVe a marked ® ffect upon ^ Projections result- 
ing from the assumptions stated. Some of these are as follows : 

1. Factors that may reduce needs for facilities : 

More effective space utilization, through changes in scheduling pat- 
terns, summer use, and weekend nse. 

Development of more economical building materials. 

Development of more economical construction techniques. 

^ trances In building design. 

Interinstitutional sharing of facilities 

^creased use ©f new instructional media auch as television and of 
new instructional methods. 

■K.srr “ “* m,o “ a. «»,*. A , « „* 


FINANCIAL RESOURCES FOR HIGHER EDUCATION 


198 


2 Factors that may increase needs and costs of facilities : 

Inflation, as reflected In increased coats. 

Additional functions assumed by institutions of higher education, 
such as adult education. 

Emergence of new areas of study and research. 

Accommodation of increased numbers of foreign students. 

In considering the possible effects of any of the foregoing innova- 
tions in reducing the need for facilities, account must be taken of 
the delays in communication, the lag in adopting new approaches 
that is inevitably associated with human limitations, and the length 
of time responsible officials will need to give careful consideration to 
questions of change. They cannot, without abdicating their respon- 
sibilities, substitute entirely th“e experience of others for their own 
in matters of capital outlay. Therefore, most of the factors that 
now appear as rays of hope on the horizon are likely to become influ- 
ential only in the later stages of the projections. Factors that may 
increase facility needs are likewise intangible and can be applied 
only to the longer range projection. Accordingly, projections have 
been made for 5-year intervals— 1961-65, 1966-70, and 1971-75. 

Based on the assumptions previously stated, table 7 indicates that 
approximately $23 billion to $33 billion, varying according to the 
enrollment attained, will need to be expended for higher education 
physical facilities from 1961 to 1975. 


TATBUE 7, — Projections of costs of needed facilities, cumulative according to 

1961-75 enrollment projections 

[In millions) 


Year 

Projection I 

Projection II 

Projection m 

1961 

$2,213 

$1,671 

$1,610 

1962 

4,474 

3,681 

2,906 

1961 . ; 

6,768 

6,426 

4,662 

1964 

9 112 

7,242 

6,079 


11,344 

8,999 

7,910 

1966 , 

1&866 

11,096 

6.800 

1967., 

16,106 

12! 771 

11,166 


18, 156 

14,904 

12,820 


20,771 

16,566 

14,663 

1970. . 

22,870 

1 769 

16,283 

1071 

25,247 

20,095 

17,706 


27,032 

21,426 

1 lfi 

1973 

29,642 

23,368 

20,170 

1974 

31,306 

24,675 

21,701 

1978. 

33,319 

26,613 

21,209 


The additional amount needed during any one 5-year interval may 
be expected to vary from a low of approximately $7 million for enroll- 
ment projection III in the 1971-75 period to almost $12 million for 
enrollment projection I in the 1963-70 period. For the entire 15 
years the average of the amounts needed annually is $1.5 million for 
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protoion i n Vh» 8 « mim0 2 f ° r pro) f‘ ion n - “ d * 2 '2 million for 
projection I. The 5-year figure, end annuel average* ere given in 

TABLE A-Projectlon. of eoeU ef phrato tolitle. b, 5.j„ r 

1961-75, according to enrollment projections *'*’ 


Years 

Projection I 

Projection II 

Projection in 

1961-ftft. 

£31*344 

11,636 

10,449 

ttw 
* 7«0 
7,853 

17,910 

6*343 

6,949 

1971-75.. a.. — * 

Total 1961-75 

Annual average. 

3M10 
X 221 

36,613 

23.302 


^T 74 1,547 
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CHAPTER 12 


Who Should Pay for American Higher 

Education? 

Marion B. Folsom* 

riiHE FINANCIAL SUPPORT of higher education is a pateh- 
work guilt. This support is drawn from virtually every known 
source of educational assistance— individual gifts and foundation 
grants, tuition and other payments from students, Federal land-grant 
moneys, and State tax funds. In addition, many institutions receive 
funds from private business and industry and a growing aiu o nn f of 
income from Federal agencies for research services rendered. 

This patchwork quilt of financial support is no jumble of confusion. 
Instead, it is a significantly complete list of the groups that form the 
broad base of support for higher education in our society. Students, 
individual alumni, philanthropic foundations, private business and 
industry, and State and Federal Governments all share the responsi- 
bility of supporting our colleges and universities, and this is as it 
should be. 

BROAD SUPPORT ASSURES FREEDOM 

If it is true that u he who pays the piper calls the tune,” the integrity 
of higher learning is ensured by the fact that no one group is really 
paying the piper and thus no one group can “call the tune.” This 
broad base of support ensures that our system will remain free of a 
single, limiting educational creed. And this, in a sense, is the genius 
of American education — that there is no single interest, no one creed 
or dogma, that might stifle the freedom and independence we as a 
people cherish. 

Another reason why each of these groups should help support 
higher learning is that this is the only practical and equitable way. 
The support of each group is vital if we as a Nation are to meet the 
educational ch a lleng e in the years ahead. Just t hink of the imnwmaB 
job that must be done! Enrollments in institutions of higher educa- 
tion are expected by 1970 to be nearly 2% times the enrollments of 
1957-68, by 1975 to be about three times as large. Costs will rise 
even more. Even as we prepare to provide facilities and taking 

♦ Tw t r UJ. S ww taiy Bat HS . ae—attea, aai WtMtera 


196 


196 


ECONOMICS OF HIGHER EDUCATION 


1 


3 

ERIC 


staffs to meet the rise in enrollments, we must take action to enhance 
the quality of our national performance in higher education and to 
correct the relatively low salaries of college and university faculties 
and other teaching staffs. 

In 1957-58, some $2.4 billion was spent throughout the Nation for 
teaching students in public and private institutions of higher educa- 
tion (including administrative and operating expenses allocable to 
teaclung functions, but excluding research, nonteaching activities, and 
living accommodations). Of this total, $1.8 billion was paid for 
professional staffing, apart from research staffing and for other per- 
Higher education teaching costs (as defined above) of $7-|9 billion 
are likely for 1970; by 1975 these costs may reach $8.&-$12.5 billion 
if we consider only the increase in enrollment and in costs per student 
necessary to gain and retain' a more competitive salary level for those 
on faculty and other instructional staffs of colleges and universities. 
However, marked changes are taking place in the responsibilities of 
the colleges and universities, and the quality of these institutions will 
have to be raised commer^irataly. 

Ten and fifteen years from now the people of this Nation will have 
a greatly increased income out of which to pay for higher education. 

1 J lg i . ° f « achieved, the gross national product 

Pf™ ^ atlon can 1)6 expected to be about double the 1957 level bv 
1970 and <*ceed $1 trillion by 1975. However, expenditures f<* 
teaching will grow much faster and require an increasing share of our 
national output. Even if average tuition payments rise proportionally 
to the increase in family income, and if all other sources of support 
are wikrged in amounts consistent with the growth in national output, 
additional funds of over $2 billion in 1970 and $S billioi) in 1975 will 
have to be raised to finance current expenditure for teaching in these 

With this kind of financing to be done, it would be entirely unrealis- 
tic to rely upon any limited base of support. No one group can begin 
to shoulder the entire load. * v ^ 

It has been proposed that students should pay the full cost of their 
college education. This is a dangerously beguiling idea, and the 
annual report of virtually every eastern university president played 
upon this theme last year. There have been countless techniques pro- 
posed to make this idea palatable— including some that come close 
to indenturing the student for life. 

TUITION CANT COVER FULL COOT ■ 

The idea is not a new one. President Francis Wayland of Brown I 

university, over a century ago, triad an experiment to see if •duoatkm I 
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could, as he put it, “be disposed of at cost.” For what it may be 
worth — Wayland’s conclusion was definitely in the negative — college 
education could not be disposed of at cost, even though he tried alter- 
ing the product to give it greater sales appeal. He suggested that 
students pay by the lecture, and that pro fessors live off the admissions 
they were able to attract 

This may seem a ludicrous illustration, but it drives home this 
point : that if education is dispensed as a commodity, all the laws of the 
market must apply, and we shall wind up offering, not the kind of 
education we believe to be valid, but the kind that will sell. 

At the root of the student-pay-all proposal is the notion that the 
student benefits financially from his education — which is undoubtedly 
true. The variety of tuition rates for different schools within a uni- 
versity structure are hot always attributable to differences in costs 
of instruction. 

What is the real reason for relatively low tuition rates in seminaries 
preparing students to be clergymen, for example ? Certainly we don’t 
expect all clergymen to wind up penniless in small parishes. Rather 
we subsidize their education so that more young people can afford 
seminary tuition. Thus, we encourage young people to enter the 
clergy because we benefit from having clergymen in our midst. But 
it is important to realize that we as a Nation benefit from the existence 
of all groups of college graduates. \ 

As an obvious example, we benefit from the woke of physiciansand 
are in great need of them. Yet the number of physicians has scarcely 
kept pace with our population, and it appears that there will have to 
be a step-up in the number of physicians trained each year if the num- 
ber of physicians per 100,000 population is not to decline in the future. 
Thus the Nation will need from 15 to 20 more (new) medical schools 
in the next decade to produce needed medical personnel. Shall we 
say that the students will pay the increased cost of creating 20 full- 
scale medical schools? If we do, we shall long be wanting for doc- 
tors. 

Or take the case of teache r s. Is it only the young men and women 
who study to be teachers who benefit from that study ? Or does so- 
ciety have an interest in inducing more young people to become 
teachers? 

It seems to me obvious that all of society benefits from having 
young people “get educated,” regardless of profession. A sample 
argument is this: In 19 cities where half the population had finished 
11 to 12 years of school, per capita retail sales averaged $1,100; in 
11 other cities where the m edi an was only 8 to 9 years, average retail 
sales per year were only $917. That argument should impress at 
least the business community. 
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But a better argument, and one that should impress us all, is 
Thomas Jefferson’s statement that “If a nation expects to be ignorant 
and free in a state of civilization, it expects what never was and never 
will be.” 

ALL BENEFIT— ALL SHOULD CONTRIBUTE 

W e as a Nation have far too much at stake to take the sanguine 
view that wo shall have only as much education as our young people 
are willing to pay for. Through reasonable tuition rates we must 
induce young people to get an education , because their education will 
be of benefit-— directly or indirectly— -to those who paid the difference 
between that tuition and the real cost of education. 

Now, if we are agreed that “society” must pay this difference, to 
what source in society should we turn ? Well, as a starting point, how 
about individual alumni and friends? Certainly it is only right that 
we look to them for widespread support. But in spite of such gener- 
ous support as the Mellons’ $15 million gift to Yale University, no 
one seriously believes such gifts can meet more tlian a small fraction 
of the total costs of education. 

As for foundat ions, even the massive benefaction of the Ford Foun- 
dation— undoubtedly the boldest stroke in the history of philan- 
thropy barely made a dent on faculty salaries, however great its 
symbolic value. 

And business and industrial corporations? They can and should 
do much more than they are now doing. But even if we appraise 
this new source optimistically, business and industry can never provide 
a major degree of support. 

All of these sources of support cau, together, pay a significant por- 
tion of the cost, of education, but they cannot provide the entire answer 
on a nationwide basis. We must look to a further, and potentially 
the most extensive, source — namely, the public. 

Now I would remind you of a fact that is often overlooked — that the 
public has indirectly supported higher education in a very substantial 
way throughout its history by excusing higher education institutions 
from virtually all tax responsibilities. If property taxes were applied 
to the real estate of American colleges and universities, the cost would 
be immense. The privilege of tax exemption, then, is a principal xorm 
of support for higher education, and we should not overlook it 

GOVERNMENT SUPpbftT NEEDED 

The Government has traditionally given direct support to higher 
education through many programs. And I believe that the Govern- _ 
ment should support higher education — to an even greater degree than 
it does now. As I pointed out before, the Nation as a whole benefits 
from an educated population and therefore should help encourage and 
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I this education. Also, from a practical point-of'ffew, I don’t 
ire can pay for the higher education that we as a Nation need, 
iigging into our collective tax pocket. 

this, fully aware of the potential dangers of Federal aid. 
fuse to concede that Federal aid means Federal control, and 
unple evidence that this is a greatly exaggerated danger, 
ist follow the thinking of the wise investor, who does not be- 
t his blue-chip common stock will fail him but who nonethele® 
is investment — diversifies his portfolio — fust in case. As a 
people, we do not want to “put all our eggs into one basket.” 
ink it would be plainly unwise for American higher education 
> the Federal Government for more than a modest fraction of 
jrt. Massive doses of Federal medicine could damage a 
healthy system of higher education. 

, therefore, during my term in Washington to analyze care- 
y the real ills of our system and t hen proscribe only those steps 
Jd stimulate normal and healthy recovery. We had the ad- 
yf the recommendations made by the 1955 White House Con- 
n Education. We also had the recommendations of the very 
mittee appointed by the President to study education beyond 
school. We conferred with over a hundred educators from all 
f our educational system. The President presented to Con- 
oposals which resulted from these various deliberations, 
ional committees held lengthy hearings, with many educators 
“s testifying. The result was the National Defense Education 
.r»A;u, passed during the closing days of Congress in 1968. 

► APPROPRIATE FEDERAL AID 

The defense education program is the first real program of general 
Federal aid to education, and I think it is a good example of the ap- 
propriate role of the Federal Government. It provides leadership and 
encouragement without creating dependency up8b the Federal Gov- 
ernment as a source of financial support j 

The Act states: “The security of the Nation requires the fullest de- 
i velopment of the mental resources and technical skills of its young men 
and women.” The programs established under the act have been de- 
signed to identify and educate more of the talented young people and to 
improve the means of teaching. 

It has three major objectives : first, to reduce the current loss of able 
manpower from our schools and colleges ; secondly, to give increased 
emphasis to the basic studies of mathematics, science, and modern 
foreign languages; and, thirdly, to help increase the supply of college 
teachers. 

In regard to the first, it is estimated that of the upper 30 percent in 
high-school graduating classes, only half of the boys and one-third of 

s 
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the girls become college graduates. This loss may be partly remedied 
by early testing of aptitude and by improved guidance for promising 
students to see that they make the most of their high-school education. 
Funds for this program provided on a matching basis by the State and 
Federal Governments should be authorised and the program extended 
to include elementary schools and 2- and 4-year college institutions. 

As provided by the act, long-term student loans administered by the 
institutions, with 90 percent of the frnids being advanced by the Fed 
eral Government permit needy students to stay in college' once they 
get there. The student loan program should be continued and put on a 
revolving basis, and the present ceiling on Federal contributions should 
be raised. The present feature which forgives indebtedness up to 50 
jxmcent of the loans to those who become public school teachers should 
be extended to include all school and college teachers. 

When the National Defense Education Act was originally being dis 
cussed in Congress, it was proposed that the act provide for a limited 
program of Federal scholarships for able high-school graduates, the 
number to be allocated to the States on the basis of number of graduates 
Under the proposal, the scholarships would be awarded to individuals 
by the States on the basis of merit and need, the amounts ranging from 
$100 to $1,000. This provision was stricken from the House bill on 
the ground that the loan provisions would make a scholarship program 
unnecessary. I still feel that there would be distinct merit in such a 
scholarship program, not only to assist able and needy youth to con- 
tinue their education beyond high school, but to serve'as an incentive 
for higher academic achievement throughout the entire high-school 
population. 

In addition to providing student loans, the act bolsters instruction in 
mathematics, science, and languages in several ways. It encourage* 
better State leadership by helping to establish State supervisors in 
science. These State supervisors have helped schools to pep up their 
science programs. As a result of the enactment of the Vocational Edu- 
cation Act of 1918, virtually every State in the Nation today has super- 
visors of home economics, agriculture, mechanical trades, and retailing 
But at the time the National Defense Education Act was enacted, only 
eight States had supervisors in science. Obviously some encourage- 
ment was needed. The act also provides for more complete laboratory 
equipment through matching State and Federal funds for that pur- 
pose It has served to enlarge programs for upgrading teachers of 
mathematics, science, and languages, and to encourage research Into 
more effective methods of teaching these subjects. 

The third major objective of the act is designed to increase our 
supply of critically needed college teachers by providing fellowship 
grants to graduate students and grants to the graduate schools. The 
act provides that these fellowships should be given only to institutions 
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which are expanding their present program or inaugurating new 
programs. Additional fellowsliips should be authorized for institu- 
tions that can use them within the existing capacity of established 
departments. There are now many vacancies in those graduate de- 
partments. With the great need for more young people to obtain 
graduate degrees, these fellowship grants would be extremely helpful. 
The program should be broadened to include students who plan to 
teach in public elementary and secondary schools as well as in higher 
education. 

NEW ACT PROVIDES LEADERSHIP 

The National Defense Education Act is injecting a stimulus of 
about a billion dollars into our schools and colleges over a 4-year 
period — a healthy shot in the arm, to be sure. Congress in 1961 
extended the 'act for 9 years beyond J une SO, 1962. Y et it will increase 
the amount we currently spend on education by less than 2 percent. 
It is not going to kill local responsibility or support for our schools — 
far from it. Its matching provisions and other built-in stimuli are 
certain to result in increased local and State support for education. 
This is what one can truly call constructive Federal leadership- 
leadership without domination — stimulation but not suffocation. Ed- 
ucators have generally agreed th%t the results of the program have 
been satisfactory. Some recommend that the program be expanded 
to include assistance in the teaching of English as well as mathematics, 
t science, and foreign languages, and also that the fellowship program 
for graduate studies be expanded. 

The Government has an important responsibility to join private 
sources in support of higher education. The patchwork quilt of sup 
port is one of the fundamental strengths of our educational system. 
Major private sources of support serve as an anchor to windward 
against any drift toward Government control, and Government sup- 
port will prevent education from becoming the privilege of the 
well-to-do. It is almost literally true that a young person of ability 
in the United States has spread before him every conceivable avenue 
of educational opportunity— the richest intellectual fare available in 
the history of mankind. 

As in the part, the vitality of American higher education in the 
future will depend upon an ever-broadening base of support. That 
students, alumni, philanthropic groups, business, and industry must 
maintain and enlarge support through traditional avenues is self- 
evident. But higher education also must be supported in part by 
the American people, acting through their system of representative 
government. This should not be viewed with alarm, but as evidence 
of still broader strength for American higher education. 


/ 



CHAPTER 13 

The Federal Government Role in Higher 

Education 

Roy K. M&er 9 

rrHlS paper examinee the part which the Federal Government may 
play in the story of higher e<lucation in the United States during 
the next decade. Basically, two questions are asktxl in the following 
pages: (1) On economic grounds, should the Federal Government as 
sist higher education more fully? (2) If more assistance is given. 

what types of economic decisions will be necessary about the form of 
aid f 

The attempt to answer these questions in an analytical manner 
represents an interesting— and constructive— intellectual exercise. 
It seems desirable for any society to examine the basic economic inter- 
relationships between its government and its educational organize 
tions. ® 

However, no study can be made of higher education in the United 
states in the 1960s without recognizing one fact: this Nation is in a 
struggle for survival, and education^ a principal source of strength 
for that struggle. Mobilization of intellectual resources in this dec- 
ade can be more crucial to the Nation’s future than was mobilization 
of physical resources in World War II. Without the mobilization 
of intellectual resources, President Kennedy has stated, w . . . the 
Federal Government will not be carrying out its responsibilities for 
expanding the base of our . . . military strength.” * Under present 
conditions, these military circumstances seem almost infinitely more 
significant than any other considerations. However, the purpose of 
this chapter is to examine the economics of higher education. Let us 
turn, therefore, to the more strictly economic aspects of the Federal 
Government’s role in higher education. 


poll «7 BUff •cooomut for the Joint Economic Committee. D.S Conran Thi. 
ehepu, w„ prepared while the .nth or w„ . Brookin'. rn^^h profn^r^ B^ook^I 
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I. Economic Aspects 

It is useful, initially, to recognize the extent to which the Federal 
Government has already participated in the provision of higher 
education. Contrary to popular belief, the Federal Government has 
traditionally supported higher education to some degree in the United 
States and has done so increasingly in recent years as financial require- 
ments have increased. No attempt will be made £ore to describe all 
the various Federal programs,* but it is important to note their scope. 
Federal aid to higher education dates back at least as far as 1787, 
when Congress granted lan^s for educational purposes in Ohio. This 
policy continued with almost every new State that joined the Union. 
The first and second Morrill Acts in 1862 and 1890 expanded the policy 
of financial assistance for land-grant colleges, and this assistance con- 
tinues today. During the 1930’s many of the present buildings on 
campuses of State universities and land grant colleges were con- 
structed with substantial assistance from the Works Projects Ad 
ministration and other Federal recovery agencies. The Housing Act 
of 1950 authorized long-term loans at relatively low interest, rates for 
construction of faculty and student housing, and a substantial number 
of colleges have taken advantage of these loans. 

b ederal aid to education has included not only assistance to States 
and institutions but also subsidies to students. Student grants were 
initiated in 1933 by tire Federal Emergency Relief Administration and 
were continued under the National Youth Administration until 1943. 
After World War II the well-known GI bill of rights — the Service 
men *8 Readjustment Act of 1944 — was enacted, and subsequent legisla- 
tion extended similar aid to veterans of the Korean war. Some 
former servicemen are still eligible for these benefits, and many war 
orphans now reaching college age will also be helped. 

EXTENT OF PRESENT FEDERAL SUPPORT 

At the present time the Federal Government- carries on at^east four 
categories of programs in the field of higher education. 

The major category in terms of dollar amounts is, of course, re- 
search. In addition to the well-known research outlays of such agen- 
cies as the Departments of Defense, of Agriculture, and of Health, 

• Ona rolnma on Moral Ooraromant program* for th* rapport of hlgbor adoration. Alloa 
M. BlrUn. Tba Sola a/ tk4 Moral Ooo or a mm i to M oo Bigkr WimNm, won pub- 
Uohod In 1M1 by tba Brooking* Iaatltotlon ; another, ,j Boatr D. Babbidgo, Jr, and 
Bobort Boranrwalg, oatltM Tko Moral /otoroat to Higher Biuoation, will bo pob- 
•» IH* by MeOraw-HUl Book Co., Ue. For a brltf rfcom* of tba antlra hlotory, 
ara f aloal AW /or JlwaHaa, by Halos A, Millar, pro pa rod for tba Coaualttoo on Bdora- 
Labor, Haora a * B a pra ra a tottvoo. 8Ttb Oong., lot aaoo^ owaralttra print Hay mi. 
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Education, and Welfare, the Atomic Energy Commission, the Na* 
Uonal Aeronautics and Space Administration, and the National 
Science Foundation, research funds are also granted by such amende* 
as the Departments of the Interior, of Justice, and of the Treasury, 
and by the U.S. Information Agency. In 1957-38 institutions of 
higher education in at least 31 States received more than $1 million 
from the Federal Government for research. In a number of instances 
the Government actually owns research facilities and arranges with 
universities to operate them. Grants may be made either to the insti 
tutions or to faculty, and the funds directly or indirectly affect many 

aspects of teaching; for example, research projects of graduat* 
students. 

Another category of Federal financial influence is in the general 
are* of education and training programs. For example, the National 
Science Foundation conducts scientific educational institutes, which 
are designed to improve and update teaching, including college teach- 
ing. The National Defense Education Act. provides for instruction in 
modem forejgn languages. The International Cooperation Admin- 
istration carries on educational programs in foreign countries, which 
are arranged through contracts with universities. The ICA also con- 
ducts educational missions and some engineering work through the 
medium of colleges. Other programs in this general area are car 
ned on by the Reserve Officers’ Training Corps ; the Federal Extension 
Service, Department of Agriculture; and the Public Health Service 
Department of Health, Education, and Welfare. 

A third category of Federal participation in higher education b 
aid to students. The best example of this is the National Defense 
Education Act program of making loans to students. A number of 
fellowships are given by the Atomic Energy Commission, the Public 
Health Service, and the National Science Foundation. Some trainee 
ships and profoasorial training programs exist, for example, those 
conducted by the National Institutes of Health; and some direct 
Aipenda are given for advanced ROTC training. Educational bene 
fito also are panted under the Veterans 1 Administration program 
in general, there are vary few scholarships m Rich under Federal 
auspices at present 

In the fourth category— grants and loans for construction of fadJ 
f re^rdi related equipment ; the Housing and Home Finance 
Administration grants funds fop dormitories; the Atomic Energy 
Commission and the National Science Foundation grant w»*rert»l. 
and ^uipmant; and funds for construction of research facilities are 
provided by the National I nst it u t es of Health, Department of M— 
Education, and Welfare. 


financial resources Ton HIGHER education 


206 


Another category, which has seldom been examined in detail, 
include the programs carried on under ihe Government Employee* 
Training Act and related programs, through which various Govern- 
ment agencies give working experience to students during their college 
rears. The Department of Defense also operates overseas military 
training programs and encourages a substantial amount of college 
work through correspondence. 

Few of these programs are conceived as pm o nil assistance to higher 
education. Rather, they are programs designed to accomplish specific 
national purposes. Results of research, consulting advice, specialized 
training, and use of equipment and facilities are all marketable prod- 
nets that are purchased because they yield direct benefits to the Gov- 
ernment. The educational institution is in the same position as any 
other commercial supplier and the price for the service can lie deter- 
mined by market factors. 

Institutions of higher learning are engaged in the production and 
distribution of education to individual students, and the participation 
of the Federal Government in this relationship between colleges and 
their^ students is the subject of primary interest in this chapter. 
Ideally all Federal financial transactions with colleges should be 
divided into two classes: those involving a marketable quid pro quo 
and those that are planned to aid in supporting higher education. 
However, it is virtually impossible to make this division statistically 
(as many school administrator? have discovered in their relations with 
the Government, their overseers, and their faculty). The reason is 
obvious : joint products and joint casts are involved, and any dis- 
entanglement must be largely arbitrary. 

The Office of Education has recently attempted to list the types 
of Government programs that are most directly related to higher 
education, excluding those which are primarily research. This list 
is shown in table 1, alahg with the expenditures for each of the 
programs in the fiscal years 1959 and 1960. Table 2 shows, for the 
same 2 years, the amount of direct aid to students in fellowship and 
traineeship programs, the amount paid to institutions of higher edu- 
cation in the form of training grants, and the number of recipients 
reported. The definitional problems in any such statistical tables are 
obvious, but tlieee compilations may suggest the order of magnitude 
of Federal aid for direct higher education. The tables, incidentally, 
include both undergraduate and graduate student aid. Substantial 
portions of the totals are for assistance to graduate students. 
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TABLE 1.— Federal expenditures for higher education, excluding research, fiscal 

years 1959 and I960 1 1 

_____ fin thousands] 


Agency and program* 


Total. _ 


■*r 


>1 PART MR NT Of HEALTH, EDUCATION, AND WELFARE. 


Gallaudet College 

Howard University: * - 

Construction 

Operation ' ‘ — * 

Staff Expenses 1.’]’ * — * * - 

Curriculum.... ^ ] . — 

i fell^iln^’inituiite of NientuV Health ^ 

Education in Public Health Service hw^ubl 

8i®ffl^DET shlp *' Canoer 

Hosearch training grants. N I H * 

Training grants. Heart Institute * * * — 

Training grants. Institute of Allergy and inlectioiii 

Arthrm * “ d 

BSSaa! of N e uroiogicaj Diaeaee* andB lindncaa 


Rehabilitation research fellowships, OVR y retarUfKl 

Training at the Robert A. Taft Sanltiary Enrineerin p ~rVn7*7 

ChnnH 1 ! 16 ?^ tuning grants to medical schools. Nil? 

Chaplain training at St. Elizabeths HosdUrI ^ 


uESTi >* ftt ^-E^beths Hospital..?. 

TV?li!ln» personn< ‘! ) n menial and child horttb programs 

rp if 1 !?? personnel to child welfare agencies 

E^S 1 ?! f^^^rsonnel in public assistance agencies 

SBIi 

Counseling and guidance institutes. NDEA 

L£^d. d vetX'& 


Department or Commerce 

Training foreign meteorologists 

P%£ ' 

Merchant marine schools.... 1111*1 

Department of Defense 


Med,Cttl Service officers 

Fedei^ C^undl on Medical Education for National Defense 'nn 

ZSXX'V* ° l Technology-Nonr^S^ttSg 

Education »t I” A™? Personnel 


P^S® ?* dvtllan Institutions for Navy personnel 

™^£^X AlrI Force ' m6dl< 

5* 


Department op State 

SSSHS^i; 

DcraxtMKNT or tbm Tuasuut _ 

V.8. Coart Guard Academy..... 

U.B. Coart Guard officer specialised 

Boo footnote* at end of table. 


Amount, by year 


1960 

1960 


1 [ 3551 273 



1 16ft, Asa 


834 

l [ 1*0G0 

286 

* j 881 

1.476 

1,476 

209 

209 

2.667 

2,874 

19,802 

22,640 


8,807 


A 097 

6,053 

6.052 

1,570 

1,665 

211 

248 

6,910 

6,601 

30,478 

40,945 

6.706 

11,351 

7.232 

7,790 

1.768 

3,535 

2,256 

4.386 

650 

1,073 

6,638 

7,284 

10,003 

14,384 

121 

181 

net 

42 

MV> 

103 

318 

476 

500 

600 

3 

6 

1,632 

1,686 

1* 133 

1, 142 

669 

860 

2,350 


2,320 

1*764 

3,976 

143 

990 

967 1 

2,620 

A 403 1 

4,384 

41 

72 

104 

207 

82 

m 

3,266 

4,016 

48,231 1 

60,040 

168 

208 

406 

473 

3,504 

4,776 

233 

237 

710 

867 

4,636 

5,008 

72 

66 

15,770 

15,882 

12,401 

12,112 

10,332 1 

10,392 

18,720 1 

20,661 

4,152 

4,682 

3.017 

2,227 

12.561 | 

13,862 

4.124 1 

4,246 

4.068 I 

4,160 

66 | 

96 
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TABLE 1.— Federal expenditures for higher education, excluding research, fiscal 
years 1959 and 1960 '—Continued 


[In thousands] 


Agency and program i 

Amount, by year 

1959 

1960 

Atomic Esfimor Ocumjmsom ... * 

•6, 428 

•7.8M 

Fellowships in biology and medicine 

499 

1,367 

*.728 

485 

426 

630 
1, 919 
*,630 
1, 100 
660 

School equipment and teacher training 

Special schools and courses... 

Assistance to schools in reactor technology 

Fellowships In nuclear science and engineering 

Federal Deposit Insurance Corporation ..... 

14 

16 

Emploj^ee training in bank examining and auditing 

14 

16 

National Aeronautics and Space Administration... 

46 

122 

Flight Research Center training program. 

1 

18 

0 

13 

14 

2 

44 

10 

*3 

*3 

Lewis Research Center training program 

Space Flight Center training program 

Ames Research Center training program 

Langley Research Center training program 

r 


National Science Foundation 

49, 887 

62,132 

Science faculty fellowships. 

2,327 

233 

1,884 

2,472 

301 

8,787 

7,385 

1,942 

1,475 

260 

22,348 

473 

2,261 

223 

1,785 

4,134 

311 

9,211 

8,086 

2,248 

1,300 

276 

21,759 

638 

Special field institutes grants 

Postdoctoral fellowships 

Research participation grants r 

Special projects in science education.. * 

Academic year institutes for teachers 

Graduate fellowships 

Inservice institutes for teachers... _ 

Secondary school teacher fellowships. 

Summer conferences for teachers 

Summer institutes for teachers 

Supplementary training for science teachers. 

Veterans' Administration 

363, 268 

248,498 

Readjustment training program 

*47,427 

8,875 

6,966 

232,596 
6,389 
9, 606 

Vocational rehabilitation program 

War orphans educational assistance 



1 Compiled by Penrose B. Jackson, Federal Education Programs Brandi, Office of Education U 8 
Department of Health, Education, and Welfare. Based on reports of Federal agencies to the U.8. Office of 
Education !n its annual surrey of Federal activities related to education and other sources. 1060 figures 
are actual expenditures; i960 figures are estimated expenditures. 

i Excludes research grants and contracts and value ot surplus property transferred to educational insti- 
tutions; Includes payments to State and local governments, individuals, and to public and private Insti- 
tutions of higher education. 


TABLE L — Federal fellowship, traineeship, and training grant programs: 
amount of grants and number of individual recipients, fiscal years 1959 and 
I960 1 


Type of program 

Amount (thousands) 

Number of recipients 

1959 

1960 

1959 

1960 

Fellowships 

38,901 

12.752 

98,886 

47.070 

18.321 

118,028 

12,667 
6,147 
66> 391 

14,78# 

10,787 

71,138 

Traineeships : 

Training grants t 



W by Penrose Jackson. Federal Education Prorams Branch, Office of Education, 0.8. Depart- 
ment of HeanhJBdixeaU^ and Welfare, based on reports erf Federal agencies to the 0.8. Office of Education 
to if a nnual survey of Federal activities related to education. 1950 figures are actual expenditures; 1060 
nturss are estimated. 

* Number of redptenf Includes only those Identified as Individual trainees under training grants and oon- 
tracti. Most egenfee did not report number of individuate supported under such grants and oon tracts. 

6 * 5106 — 0 * 15 
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On. other statoUc.1 point d, ou W^b.m«tioD«i. The anmmp. 

tmi is pumllj mad, that any additional Federal contributions To 

afWSt 1 T TT a ‘° Uld 0nly 01 necessary residual amounts 
fi^Wa S t Ute K? d pr, '' ,t ® “ ure89 of *““<*« have been tapped to the 
to -^‘■- 6a8 ’ ■ 6 ^J*> ° 4 eourae, difficult to measure— or even 

8on^ !ri h , e - a ' IIOU n a shou “ com ® from State and private 

bv tJveFeH. \ o * !Ua7 ddBcult 40 Judge bow much should be added 
by the Federal Government However, reenable amumptions atom 

f 9Uch 1,3 th06e found elsewhere in this MblicaSZ 
suggest that the additional Federal contributions might amTmit to 
*2 0 billion by 1970 and $ 3.0 billion by 1075. The important potot to 
note is that such amounts while highly significant to bigherZhicT 
bon would not bulk large m the total Federal budget Ftor example. 
" Bureau of the Budget recently made a series of forecasts of anticl 
Geeerament expenditure levels for the next decade.* It eeti 
"T at expenditures in 1970 would total between *84 biiitol „ d 

£“°Z tb 0 ",™ 11 budgBt **•-«- tw u » 

* r8 ® r e5tlm * te - Eekstoin has made wtimatM that 
are within the same range.* Even with the lowest estimated budget 
totals, an educational expenditure of *8.0 billion in 1970 would! 
only 2.4 percent of th. totol. With th. higher Ztoatod Zd™ 
®T® ; “** educational ouUay would be 1.8 percent of the total 

SfZnfSZf ‘ P *! B ™ ^-s'^PenditurZZriouJy 

fc:. r~zsrs 

nxssissr - y — 2f “Xft: 

JUSTIFICATION FOR FEDERAL SUPPORT 

non* Mgumen® XipirZTthltotolleJtf 

“•‘.r* * ***** end uTzrzzr 

“*• Aatlon “ to maximize satisfactions for th* t *J 

education becomes a process that produce 

service iZherodety! "” P inte “ eCt,,a, * qBip,Mn ‘ ,or future 

m"eZl““,7r ’ 0l *' 7 ^ market economy to detor- 

^neOmmputs m to this capital hindrenre. could prereZ 

•— —s- s — ~ die. 
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full development of intellectual resources and cause waste of such 
resources. The most obvious hindrance is inability to meet the costs 
of production. Exploratory studies indicate clearly that intellectual 
potential lies in many other lodes of society besides those that can 
finance their own development* Moreover, it cannot be assumed that 
the private economy will lend sufficient money to individuals who wish 
to invert in their own education, since the capital created by edu- 
cation is within the mind — not a separate piece of machinery upon 
which a lender can foreclose. In addition, private loans would create 
undesirable discrimination among groups of potential borrowers.’ 
Finally, it should be mentioned that the decision maker typically con- 
trolling the flow of educational inputs is an 18 -year-old who may be 
least impressed by the long-run returns on educational investment and 
most sensitive to both the educational hindrances and the alternative 
lures of the private economy. 

The economic justification for Federal assistance to higher educa- 
tion is strengthened by examination of the output side of the educa- 
tional process. Essentially this process involves the creation, stimu- 
lation, and elaboration of ideas. Yet ideas are not merely the com- 
modity of education ; they are also the basic ingredient for growth in a 
society. A continuing stream of new ideas concerning our world 
seems essential for continuing social and economic growth in the 
Nation. The more rapidly these ideas are created, the more rapidly 
we acquire the ability for future growth. But ideas must not only 
be produced, they must also be distributed. The wider the dissemi- 
nation of ideas, the more extensive the benefits derived from them. 
The educational process is the technique designed to create and 
disseminate ideas. 

The Federal Government must concern itself with higher educa- 
tion because the products of education are essential to the Nation’s 
growth and well-being. It has to be recognized that the returns 
from investment in education accrue not only to the individual but 
also to the Nation of which he is a part In effect the social bene- 
fits from education exceed the private benefits — another reason why 
complete reliance cannot be placed on the free market allocation of 
resources to education. The benefits to the Nation come in many 
forms. The social costs from illnesses and inefficiency may be re- 
duced. Bade research can be carried out that may itself yield no 


•Mm, for s»m P a rt — C. Col* Jr, Ba ooa rapS » p »H w > » fiM. Ntv Tort : CoJ- 
Satroaoo UuafaMttoa Bari lteS; CHoa itteo. William Molloohopf, and Wirm S. 
Tore—ooa. Saoftpmaad IMm and Mks Ms Mm Am oaf B ( §k ApM u 4 t MNe Bt$h 
So ft oo l I— l oro, Pot ato to a, BJ.: MmoUomI Tosttaf Soirteo, Aas—t IMS; Wwm Sopor, 
Poo — ro AM —Map tfto Ad oiftilto tf Btgh Softool Mm — OoUopo, WookUgtoo, D.C, 
Aaortooa CoaadB oa Bdaoottoa. IMM. 
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marketable product, but nevertheless provides a basis for subseauent 
d velopment of useful products. In order merely to stay ab^t in 
e international arms and diplomacy races, we must continually be 
reaving the new injections of ideas that education can provide. Th! 

streS 0 ^ f dem ° C . raCy 7 i enterprise themJves need the 

ofThlg^ C ° meS 6ducati0n * order ^ive in a world 

th *7®^® are national in scope, as is the educational process 

n^r d " he “:. \ penon ma ? reside in one State, be educated 
m another, utilize his education in a third, and have the fruits of his 
training dispersed throughout all the States 

The other basic justification for Federal support of higher educa- 
tion is equity. There are arguments for maintaining income inequali- 
t.« m ttaUmtod States, but virtually all .f thZa^ZT^ 
one aspect in common: they relate to the economic effecSon the kT 
viduals who earn. Even if all of these arguments are accented it 

amono°^ n7 * fferenC68 should create discrinSon 

among children who themselves cannot influence their family’s 

ncom , st ® tus * Evr en if society disregards the adult poor on the 
groimds that their poverty is their own fault, it Xnnot logically 
disregard the children of the poor on the same grounds. 

»nlfl U T^ States r have graduaIJ y 01186(1 th ® level of guar, 
ante^ equal educational opportunities to include the high school 

The forces that compelled us to raise the level to this height were 

m effect, the increasing complexity of the world and the public need 

for more intellectual preparation of youth before entering it Yet 

thlt T ^ ^ f TOW m ° re com P lex and the educational levels 

Aat meimt intellectual maturity yesterday do. not go far enZh 

t^riesthr Tm f ?T that ^ ualitari “ educational op^fr- 

-i fZh- k pur P os * s . of lh f chapter, these justifications for Federal 
■ t ®, " gher edu “ tlon wlU *» accepted as sufficient. The next ques- 
ticn then concerns the method of Federal aid. In examining this 
question, th assumption will be made that other current programs 

IvTT? hf S** “ d « *> continue andZTZ 

: - Federal aid wiU supplement, rather than replace, the taslui 
programs. This may not be a totally acceptable aseumptioTS 

StkTTd f* rgUe fOT ! ^PP™' 8 * 1 of * U Federal aid to higher 
educatimi and for a new, broader program that encompasses all cur- 

^ r d “ edu<7 U Zl 
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Several types of decisions need to be made about additional Fed- 
eral programs. One of these is whether the help should go to States, 
institutions or students. Another set of issues concerns how the 
funds should be allocated among the applicants. A third problem 
area involves the extent of Federal direction over the use of funds. 
Finally, there are a number of questions about specific techniques, 
once the more general decisions have been made. The following 
paragraphs indicate some of the factors to be considered in each 
group of issues. 

ALLOCATIONS TO STATES OR TO INSTITUTIONS 

The question of whether Federal funds should be given to States 
or to institutions hinges on the issue of efficiency and the role of the 
private colleges. The advantage of granting Federal funds to States, 
rather than to institutions, is that the States can perform a major 
portion of the budgetary function. A State can Assess the most 
effective educational uses for the Federal funds among all potential 
alternatives within the State. Hence, efficiency in the use of Fed- 
eral funds may be greater than if one Federal agency had to clhoose 
among the competing claims of all the institutions in the Nation. 

On the other hand, if funds are given to States, there may be a 
tendency to favor the allocation of funds principally to State institu- 
tions and to give less consideration to the requests of private colleges. 
Moreover, there are constitutional restrictions on the States in reallo- 
cating funds to private institutions. In order for private colleges to 
obtain Federal aid via State agencies, the colleges might also be 
asked to conform to certain inappropriate State requirements. There 
have been many instances, of course, in which States have given 
unqualified aid to private colleges. If, however, the use of State 
agencies as intermediaries would result in a relative concentration 
of Federal funds in State colleges, the effect would be to weaken 
the relative competitive position of private colleges in obtaining 
resources. For example, more faculty personnel would presumably 
be drawn toward State schools. Because of the great difficulty in 
measuring the quality of product turned out by educational insti- 
tutions, it is impossible to assess accurately the relationships between 
costa and output or to assess the changes in overall efficiency which 
would result from a shift of resources from private to State colleges. 
The products of the two types of schools can probably be differenti- 
ated, but both types of products undoubtedly provide economic re- 
turns to the Nation. In the absence of objective evidence concerning 
these returns, it may be unwise to risk discrimination in favor of one 
educational product to the disadvantage of another. 
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ASSISTANCE TO INSTITUTIONS OR TO STUDENTS 

Tie choice between assistance to the institution and aseisUnce to the 
student involves a different situation. If the educational proem h 

, Creat l !' g * “ P ; W K«xl » of value to the Nation, then 
institution becomes the producer of the capital and the student its 
can™-. On the one hand, financial aid to the institution may be used 
to reduce the costs that are passed on to the student: on the other 
““dto the Student may be passed back to the school to defray’ 

SSand hl^lTT’ * W0 J Uld to be used to meet the sam'e 

W rfhe ^ que T* wooId >» » “rtter of indifference so 

long as the aid can be restneted to the educational process (including 

lor example, board and room associated with the education) 

°“ *j® r < )“ llfica,ion ““to, however. Either the institution or 
the student may use the grants simply to replace other funds that 
ould have been used m the educational process. A college may have 
Im incentive to campaign for gifts if funds are available from the 
Government, and a student may use the Government grant instead of 
his own money, which would then be available for other uses In effect 
, ^"ufore, the Government might be subsidizing noneducational ex- 
pmdituree of a prospective donor or of the student In practice, 
colleges seem unlikely to depend solely on their financial assets, both 
because costs of maintaining existing quality me rising 

use colleges probably have the usual business and social stimuli 
to increase output, both extensively and intensively. However if 
colleges use Federal aid either to reduce student <Ls or toc^are 
quidity with the same student costs, the Government will still be 
ftwo^r^r 1 '™* 1 *udent expenditures in the s^TthS 

r^w^rr™ 1 “tuatiou under which 

lit would not occur is if the colleges chained full cost* t* B n 

students and then provided Government help ^rothoee prospective 

Utoly that the Government can avoid the noneducational use of funds 

U ““ tio " ot fanda “d insures that they go only 
to students who need them for college costs. 7 y 

? ndU81 ° n ? ise8 the next 061 of 1881166 concerning Federal aid 
to Question i ; namely, how to allocate the aid. If Federal grants are 
made to students, there are several logical reoon, that/up^sUm 

SSo? a? ^T ^ a v™ U “ M# *° W the ftdl ooetetftiUege 
education. As is mdicated above, grants to anyone elae means payment 

of noneducatmnal rests. Furthermore, if the economic justXon 

for Federal grants is accepted, that is, that the Nation receives v, 

•*!*-**«> Kiuo * tioB ' a- 

accepted that the Federal Government ought to maximise the benefits 
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that the Nation receives from each dollar of Federal subsidy. Yet the 
net return that the Nation will receive from assisting those who can** 
finance their own education is zero, since whatever national benefits 
accrue from the education would have been obtained without the sub- 
sidies. Because education provides personal as well as extrapersonal 
benefits, the assumption can be reasonably made that those who have 
both the intellectual and financial potential for college work will obtain 
the educathfeior their own best interests. The waste of resources 
occurs with Jjose-' who have intellectual ability but not the immediate 
financial ability to' pay for the costs of education. 

The principal objection to a means test is moral, not economic. 
In the case of educational assistance, several factors serve to blunt 
the usual objections' to means tests. First, in colleges there is a long 
tradition of financial assistance to needy students, and the procedure 
seems to be generally accepted without social stigma. Secondly, the 
inadequacy of personal funds is not associated with responsibility for 
the inadequacy, since the individual, because of his youth, has'W had 
an opportunity to enter fully into the labor force. Thirdly, not all 
high-school graduates who lack financial resources for college would 
obtain aid from the Government; presumably only those who have 
the highest apparent potential for college work would receive the aid. 
Therefore, some distinction is obtained by receiving the financial 
assistance (especially if a euphemistic title such as "national scholar” 
is attached to the grant). At the same time, the slothful person is 
prevented from capitalising on his weaknesses. The conclusion can 
be drawn that a means test in education would not represent so invidi- 
ous a device as it may in other fields. , 

The administrative feasibility of 4 means test should also b^ mem/ 
tioned. In recent years tests of means, that is, of family 
ability to support a son or daughter in college, have been mtich mjev 
hi ghl y developed in the education field than is generally remjzejj^ 
Not only do some colleges ask families to provide Federal income tax 
information — which is by itself an inadequate indicator because it 
certain income and ignores assets— but also extensive use is 
made of means tests such as those of the College Scholarship Service 
and the Nat io nal Merit Scholarship Corporation. These tests seem to 
provide a reasonably accurate measure of true financial ability, and 
experience with them has been reported highly satisfactory.* 

If Federal aid is to be given to students, the same logic that supports 
a means test— in effect, that the returns to the Nation are of paramount 

• H, mm mm thte aywlsw |A( km manlaad me* to tte edoeatioa ttterm- 
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importance also supports allocating the funds to tie students who 
have the greatest potential intellectual ability. The techniques of 
e ormining this potential ability involve educational, not economic 
ssues. However, assuming that the potential can be measured-and 
hence that rankings can be obtained- there is a further problem of the 
i 2 at ; Ve assigned to financial need and intell ecLd ability in 

seating the students who receive aid. How is the allocation of hinds 

abilftv! a If ftI110 !!f th0Btt - W ?° meet the Criterift 1)0111 of *»«*! wd of 
h f " we * d !' ere stnct 'y to a* economic justification for Federal 
id, then the problem can be solved by starting witi the student of 
greatest intellectual potential, giving him the minimum number ot 
doHa„ „,.t wilI 1* just sufficieut^when added to his ownT^ci J 
resources to pay for Ins education, continuing the procedure with 
the second most, able student, and so on until the Federal allocation 
to education has been exhausted. This solution satisfies the require- 
ment for getting the greatest potential return from the Federal 

new c T mVeStJnentl m the Snme wa >’ that a businessman select! 
new capital equipment on the basis of greatest potential returns whie 
<r7.ng to pay the lowed price for each piece of equipm^ ’ 
rhere is a supplements,? allocation question: Should Federal 
l°nm| d r nt3 ^ a "° ,t<Ki accordin 8 to ^graphical areaal This 
den to iH iTio f ““ #re gi '\" l ° insti < u,ioni > ™ther than stu- 
see™ to be lh.le KOn °",' y “ highIy “^grated as cure, there 
aid bv arlls i rT 1“ * rb,traril J' “iffning Federal educational 
ferenf r A ^ ma - v receive “d ti» his education in dif- 

. n, 7 f ;° m the one where his ptrants reside, and the national 
benefits from his education will probably be diffused throughout the 

e re society. Only if the greatest mobility of educations ^resources 
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nil) haS .^ n argU6d lliat high 90,10018 in tyrant areas do not 
produce the same quality of raw material for college. If t™ if 

dons not follow that the Nation's best interesta are sTed by h^ing 
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the standards of college production and final output The prowZ 

toncerns improvement at the high-school level. It , 8 possible th“ 

use of ability as the basis of Federal aid to college ZLta may 

stimulate improvement in high- school training, both because increased 

college ojjportumtities would stimulate demand for better collet 
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time, the intelligence tests to determine the beneficiaries of Federal 
aid would presumably be designed to measure potential ability to 
benefit from college work, which may be somewhat different from 
quality of high-school preparation. 

SPECIFIC ts. BROAD, BASE SUPPORT 

Another range of issues in Federal aid to higher education con- 
cerns the extent of Federal direction over the use of funds. Granting 
that the funds should be used for higher education, should the Gov- 
ernment then go on to specify the types of education! The logic 
of the economic justification for Federal aid might appear to support 
specific types of grants, since they can be concentrated in the fields 
that yield the greatest returns to the Nation. The catch is: Who 
has the omniscience to decide what types of education will best serve 
the Nation in the future! We can say that, history strongly sug- 
gests the future value of education in providing economic growth. 
We cannot say that history also reveals which types of education will 
yield the greatest growth in the future. Yesterday, study of the 
Russian language might have been considered a highly esoteric pur- 
suit; tomorrow, a knowledge of Marathi, Telegu, or Uokano may be 
an essential prerequisite for effective American foreign policy. In 
the absence of knowledge, the best policy may be simply to allow 
the “invisible hands” to determine the allocation of educational re- 
sources. In effect, this places the burden on each individual, with 
his advisers, to decide what the nature of his own talents is and 
where they may be most effectively used in the future. The approach 
also avoids allegations of Federal dictatorship over the educational 
process. 

It may be argued that the conclusion is not so clear cut as this. 
For example, many girls who receive a college education will marry 
and withdraw from the- work force. However, as informed citizens 
and intelligent mothers, their contributions to the Nation’s well-being 
and growth could be of primary importance. The same may be 
true of the students who enter the humanities and the teaching and 
ministerial professions, although the returns to the Nation may be 
measured largely in psychic rather than monetary values. Even if 
we assumed that the only immediate goal of our Nation is defense, 
it would be extremely difficult to specify all of the types of bulwarks 
that can be strengthened by education. 

OTHER ISSUES 

In addition to the three general areas of problems indicated above 
in connection with Federal aid to higher education, a number of 
specific issues also exist. Only two. of these, which are economic 
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in nature, will be mentioned here. One concerns whether the Fed- 
eral aid should be in the form of tax redaction or of expenditure 
subsidy. If the assumption is made that the Federal Government 
intends to provide a specified number of dollars for the support 
of higher education — either through loss of revenue or direct out- 
lays — then on both economic and equity grounds the case for direct 
subsidies would seem to be stronger. The aid can be concentrated 
on those students who may yield the greatest potential returns to the 
Nation. The aid can, at the same time, be concentrated on the 
students who have the greatest need for the assistance. From an 
administrative standpoint direct expenditures also have the advan 
tage that the Congress can obtain more information about how the 
Federal money is being spent than it could if the ultimate decisions 
were in the hands of individual taxpayers and the results had to 
be inferred from tax returns. Finally, subsidies involve no qualifi- 
cations in the concepts of income used to measure taxpaying ability, 
although it should be noted that the income concepts might be sharp- 
ened by consideration of personal educational outlays. 1 * 

Another specific economic decision is required on whether the assist- 
ance would be in the form of scholarships or loans. The loans 
would presumably have to be on more favorable terms than private 
borrowing in order to accommodate students who could not obtain 
private loans or who could not afford them. Both scholarships and 
loans would presumably stimulate additional education. If the same 
amount of funds were made available each year through either method, 
the net cost to the Government would be leas under a loan program 
because of repayments of principal and interest. However, the net 
cost- to the student, albeit spread over time, would be greater under 
loans than under a scholarship program, and this would serve to 
reduce entry into education to some extent. 

Moreover, under a loan program, the process of selecting students 
for aid would be automatically altered, since only those who had 
ability, need, and expectation of high incomes after graduation would 
apply. Prospective students with ability, need and a desire to enter 
low-paying professions would be discouraged from getting an edu- 
cation by the financial burden of future loan repayment At the 
same time, a loan program would perform an allocative function. 
Eighteen-year-olds who either have not established their goals for 
the future or are willing to sacrifice them in order to get an educa- 
tion are encouraged by a loan program to aim only for the highest 
paying careers rather than the ones they might choose und er a gen- 
eral scholarship plan. Under present conditions, a btudent p re par- 

M For * further development of iht* aabjfeet, tee Richard Goode, ch. 17 of this pabli- 
cation. 


FINANCIAL RESOURCES FOB HIGHER EDUCATION 21/ 

ing to enter & lower paying profession must have a personal motivation 
strong enough to offset some financial sacrifices. A loan program 
would set the odds even more against him. 

It might be argued that the Nation needs most those, who will con- 
tribute most to the gross national product, as determined by free 
market monetary returns. Under the loan procedure, discrimination 
would result against those who do not anticipate high monetary 
income. This group might include a wide variety of occupational 
groups w ho are re.lat ively low paid, or whose contributions fall outside 
the market system, including ministers, teachers, writers, artists, 
social workers, nurses, and housewives. It is a social judgment 
whether discrimination should exist against these. One may enter- 
tain the suspicion that on the whole they might contribute as much 
uicrement in social value as any other segment of society. 

Some have taken the position that though scholarships are appro 
priate at the undergraduate level, loans can be used for graduate 
students on the grounds that (1) the time lag before repayment will 
be less; (2) graduate study generally pays for itself in future pro- 
fessional income; and (3) the work is relatively more oriented to 
personal benefit and less to public benefit than are undergraduate 
courses. The* first argument does not seem relevant if the problem 
concerns low future monetary income. The second one does not take 
into account the differences in future professional income from alter- 
native types of graduate work, which may still create a change in the 
ordering of preferences after loan factors have been considered. The 
third argument cannot be documented either pro or con, but it seems 
highly doubtful if one thinks, for example, of the public benefits from 
graduate research. 

In summary, there seem to be round economic justifications for 
making additional Federal investment in the education process, since 
the process provides essential contributions to the national economy 
and the national welfare. In addition, such investments can also pro- 
vide greater equality of opportunity without any reduction in incen 
tires for private effort*. The investment can be arranged— either 
through institutions or students— to maximire the potential future 
returns to the Nation. The funds can be allocated to recipients in 
order to encourage students with both the greatest ability and the 
greatest need. The returns am be maximized without Federal direc- 
tion over the specific educational uses to which the funds are put. 
Direct Government expenditures sewn more effective than tax changes, 
and scholarships will probably be more effective than a loan program. 
If at least some of these generalizations are accepted, one final conclu- 
sion may be drawn: the time to begin considering the particular 
policies for future Federal aid to higher education is now. 


CHAPTER 14 


State Financing of Higher Education 
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S TATE FINANCING of higher education has itsf origin in the 
values and necessities of early America, Thomas Jefferson 
father of the University of Virginia, argued that u . . . those persons,’ 
whom nature has endowed with genius and virtue, should be rendered 
by liberal education worthy to receive, and able to guard the sacred 
deposit of the rights and liberties of their fellow citixans, and that 
they should be called to that charge without regard to wealth, birth or 
other accidental condition or circumstance, . . The aims of public 
higher education are by and large the same today— an educated citi- 
renry, social and economic opportunity, and development of produc- 
tive talents. 

'Hie State governments early established State colleges and acad- 
emies. Before the beginning of the 19th century, State colleges had 
been founded in Georgia, North Carolina, Tennessee, and Vermont. 
State governments in this period and later also enoouragcd the es- 
tablishment of private colleges and aided them through tax exemption 
and direct grants. Rudolph, in his inquiry into the nature of 19th- 
century college financing, writes: \ 

Both tra tion and lack of sufficient historical lDrcetlgaUoa still stand In 
the way of a complete understanding of the often crncUl role which govern- 
mcDtjjlsjcd In the financial life of the American college. But where study 
has been done, it become, deer bow much ft meant to many allege, to hare 
Urg* injections or State funds added to their resource*.* 


Bowddin, Columbia, Dickinson, Hamilton, Harvard, Union, Williams, 
and Yale are among the colleges enumerated in that inquiry as re- 
cipients of early State grants. And there is some evidence that loans 
from the State governments to the church-related colleges of the Old 
Soutii made it possible for many of these colleges to survive in the 
1840’s and 1850’s. 

“Seminary grants” under the Land Grant Ordinance of 1785 were 
made to O hio and Miami Universities, and all new States got land 
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grants for Stats universities beginning with the admission of Ohio in 
1802. Grants authorized by the Morrill Act, now over a century old, 
encouraged the founding of additional State colleger Today there 
exists' in each State at least one land-grant institution of higher 
education. 

In the older States, which developed from the original colonies, 
private colleges — Harvard, Yale, William and Mary, and others’ — 
already were established at the time of attaining statehood, and in 
those States the private institutions still outnumber public ones. In 
the Far West, by way of contrast, the major share of higher educa- 
tional opportunities ip provided by public institutions, although im- 
portant and prominent private colleges and universities are located 
there. Between the Atlantic coast and the Far West the institutional 
pattern gradually shifts, thus creating the distinct regional pattern 
characteristic of higher education in this country today. This 
regional pattern explains many of the underlying differences in State 
policies with respect to higher education, the variations in public out- 
lays for colleges and universities, and the differences in approaches 
to the emerging problems of higher education. 

Almost all the State governments are now searching out ways and 
means to meet their threefold responsibilities for higher education: 
(1) to assure educational opportunities for the growing number of 
qualified students, (2) to develop manpower capabilities in numbers 
adequate to supply vital public services, and (3) to build the higher 
education potential so necessary to economic progress in the State. 
They are searching for ways to carry the financial load which these 
threefold responsibilities impose upon them. Well over 40 percent of 
the current expenditures for student higher education in the Nation’s 
colleges and universities now are paid from State and local taxes. The 
proportion in public institutions is higher — about 1.5 times as high. 
About 60 percent of the plant funds of colleges and universities in the 
United States comes from State or local governments, and for public 
institutions this proportion rises to almost 80 percent. Although most 
State and local funds for higher 'education go to public institutions, 
some go to private colleges and universities, either directly, or in- 
directly through student scholarship support or tax exemption. 

This chapter deals with some of the major financial questions con- 
fronting State governments in meeting the three responsibilities in the 
period ahead. It draws in part on State-by-State comparisons of out- 
lays for higher education and of tax support, and in part on the work 
of recent State study commissions in States that have assessed their 
higher education problems on a comprehensive basis. The range of 
issues reported is wide. They run the gamut from such broad concerns 
as financial arrangements to improve the quality of higher education 
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to such detailed one&as techniques of budgeting funds 1 and of compen- 
sating local governments for properties removed from their tax base 
for use by State colleges.* * The subject of this chapter is limited pri- 
marily to the larger financial issues. 

A number of study groups have been appointed in the States to ex- 
plore resources for higfher education in relation to emerging require- 
ments and to formulate action programs. In addition to comprehen- 
sive surveys in 8 or 10 States, a number of other studies have assessed 
particular aspects of higher education such as enrollment prospects, 
2-year colleges, cooperative arrangements among institutions within a 
geographic area, and special problems of financing. Martorana and 
Messersmith, in a 1960 analysis of studies made in the States, identify 
23 States whose legislatures have authorized statewide or interinstitu- 
tional studies of higher education, and 20 in which studies have been 
conducted under other auspices. Only in Alaska, Delaware, Georgia, 
Hawaii, Idaho, New Hampshire, and South Carolina were no studies 
on higher education reported either as completed or underway. 4 More- 
over, in 8 States statewide coordinating boards have been established 
to promote continuing planning for public higher education, and in 37 
States governing boards have been created, which have responsibilities 
for the control of all public institutions of higher education, or of cer- 
tain types of institut ions, such as teachers colleges. 

•Recommendations made in the reports on the comprehensive .sur- 
veys follow a fairly uniform pattern. All the comprehensive studies 
urge action to: (1) provide greater educational opportunities for 
the growing numbers of young people, (2) improve the quality of 
higher education in the State, and (3) develop new educational centers 
for instruction, research, graduate study, and public service. All 
urge that the number of college places be increased, and most advocate 1 ^ 
additional financial assistance to students. To aid in improving the 
quality of education in the colleges and universities, these study groups 
advocate increased expenditures for faculty and equipment, introduc- 
tion of new teaching methods, and expansion of facilities, either by 
the State or through interstate arrangements, for training students 
in profession*!! and* technical skills. To help foster centers of research 
and graduate study, new or expanded universities are proposed. 

* A. J. Brumbaugh. The Proper Relationships Between Sts to Governments and State- 
Supported Higher Institutions, The Education*] Record, 42 : 175-178, Joly 1961 ; and also 
Malcolm Moos and 'Francis B. Rourfce, The Compue and the States, Baltimore, Md., Johns 
Hopkins Press, 1959. 

• Roy BU jOwaley and Pauline Marla Mayo. College and University Tam and "tn Lieu " 

Payments to Municipalities. Chicago, 111., American Municipal Association Report No. * 
166, M&^1948. [ 

4 8. V/urtoraifa *nd Jamea C. Messersmith. Advance Planning To Meet Higher Edu- 
cation Needs, Recent flats Studies fllMI. U.8. Department of Health, Education, ind 
Welfare, Office of Education Circular No. 658 1960. 
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I. Providing Educational Opportunities 

Perhaps the most urgent question before the States is, “How are 
we to finance educational opportunities for the growing numbers of 
our young people!” 

GROWTH IN ENROLLMENTS IN PUBLIC COLLEGES AND 
UNIVERSITIES 

In the decade of the 1950’s, when the U.S. population of college age 
increased about 1 percent per year, college and university enrollments 
rose by about 1.6 percent per year. In the last 5 years (1955-60) 
enrollments increased annually by 2.6 percent. 

A large share of the increased enrollments took place in existing 
institutions, institutions with established traditions and aims. The 
decade of the 1950’s was not a period of rapid increases in the total 
number of institutions, although there has been a rise in the number 
of junior colleges and branches of institutions. In contrast, earlier 
in our history, in the first part of the 19th century, large demands for 
college going were frequently met by establishment of new colleges.* 

Between 1950 and 1960 the total number of institutions of higher 
education listed in the Office of Education’s Directory of Higher 
Education increased from 1,808 to 2,011 ; these figures include junior 
colleges but not branches. The number of colleges and universities 
newly listed in a single year ranged from 20 in 1955 to 89 in 1950. 
Institutions dropped from the directoiy during this period also varied 
in number from 7 in 1959 to 78 in 1954. A review of th^inst itutional 
listings suggests that of the newly listed private institutio ns, all but 
a few were seminaries or small colleges supported by religious groups. 
Many of these schools were ongoing institutions that requested listing 
for the first time with a view to possible use of the directory listings 
as a qualifying condition for public or private aid. Notable excep- 
tions to this pattern were Harvey Mudd College in California and 
Brandeis University in Massachusetts. Most of the public institu- 
tions added to the directory during this period were junior colleges; 
only 11 degree-granting public institutions were newly listed. Six 
of these were in California; two in Louisiana; one each in Georgia, 
New York, and Oregon. 

Wide differences exist among the States in tlje numbers of added 
college students and in the public institutions’ share of these increases, 
as is indicated in table 1. In some States, such as Florida and Cali- 
fornia, the public institutions’ share of enrollments has been rela- 
tively large and the number of added enrollees also has been large, 
compounding the State’s problem in finding ways to meet its 
requirements. 


* Be* Horner D. Babbldgt, Jr., Introduction to thli publication. 
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TABLE l<~Incrcue in labile college and university enrollments u a percent 
of total increase in opening fall enrollments, and percentage change in enroll- 
menta in public and private institutions, 5-year period 1KS-M, by State 
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Souacs: Compiled by Justin Lewis from data on opening fall enrollment (degree credit, redden t. and 
lteS^ > f)l^in D ® IWtottttlt ** Ht4Uh * Education and Wrifare, Office of EdaLtion,^ Research and 


The mounting charge on State governments has resulted not only 
from undergraduate enrollments but also enrollments in professional 
fields. For example, the expansion of training places for medical 
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students has increasingly become a public responsibility. Of the 
eighteen 4-year medical schools established since 1930-31, 13 are pub- 
lic and 5 private. In addition, public medical schools have increased 
their enrollments more than have the private ones. For example, 
during the period 1930-31 to 1955-66, public medical schools ac- 
counted for 987 new freshman places and private medical schools for 
less than one-third this number, or 299 new places.* 

As we look ahead to the next 10 years, the population of college age 
is expected to increase by 1.9 percent a year, or a rate of increase 
almost twice that of the 1950’s. Enrollments are expected to rise at 
even a faster rate, and again it is anticipated by most observers that 
a major share of the growth will take place in public institutions, with 
the concomitant problems of financing falling primarily on State 
governments. In the decade ahead, just as in the decade recently 
ended, some of the States will experience increases in college-age pop- 
ulation and in enrollments two to three times those in other States. 
Projections of the population 18 to 24 years of age made by the Na- 
tional Education Association suggest increases between 1960 and 1970 
varying from a low of 6.5 percent in West Virginia to perhaps as high 
as 133.3 in Arizona (table 2). 

College going varies widely among the States. As Harris has in- 
dicated, there is very little correspondence between (a) the proportion 
of the total State population that is of college age, ( b ) the ratio of the 
State’s college-going population to its total college-age population, 
and ( o ) the proportion of its college-going population that is enrolled 
in public colleges. 

For example, Harris finds that West Virginia ranks first among 
th&States in the proportion of its population that are of college age, 
but 46th in the ratio of its total college enrollment to its college-age 
population; 75 percent of this enrollment is in public institutions of 
higher education. By comparison, Arizona ranks 12th in the pro- 
portion of its population which are of college age, but sixth in the 
ratio of its total college enrollment to its college- age population; 97 
percent of this enrollment is in public colleges and universities. Mas- 
sachusetts, by contrast, ranks 36th in the proportion of its population 
which are of college age, but third in the ratio of its total college en- 
rollments to college-age population ; only 12 percent of its enrollment 
is in public institutions of higher education/ 

• U.S., Staff Report to the Committee op Interstate and Foreign Commerce, Medical 
School fmftfirpj Committee on Interstate and Foreign Commerce, House at Represents tires, 
85th Cong., 1st sees., p. 9 and 11. 

f Baaed on revision of data from Seymour R. Harris. Financing of Higher Bdocatloa: 
Broad Issues, In Financing Either Ed meet ion lOdO-ig, Dexter II. Keener, eg. New York 
McGraw-Hill Book Co., 1969. p. 68. See American Association of Collegiate Registers 
and Admissions Ottcer, Home State and Migration of American College Studente, Fa U 
Iff#, March 1959. for data on the Inmigratlon end outmigration of students among the 
various Bute*. 
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TABLE 2,— Percent change in population 18 to 24 years of age, 1960-70 



REGIONAL DIFFERENCES IN COSTS 

Not only does college going vaiy among the States but also the 
•mount of expenditures per student A National Planning Associa- 
tion study gives the estimated cost in the acaderaio year 1957-68 of 
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{student higher education * * per full-time student or equivalent for the 
United States and for each of 16 States (table 3).* 

T ^KirJ*y“! t ^u Xpe ^ ditnr , es of P ub,lc » nd private colleges and univer- 

tiuf Uni il gh nill-time student equivalent, 
total United States and 16 selected States, 1957-58 


Slat* 


Total: 

United Statue 1 . . . 
16 sedated States 


California 

Connecticut 

Illinois 

Indiana 

Iow»..__ _ 


Estimated student higher education ex- 
penditure* per estimate* full-time student 
equlTlaent 


Massachusetts 

Michigan 

Minnesota 

Missouri .... 

New Jersey... 


New York 

North Carolina 

Ohio 

Pennsylvania. . . . 
Tea* ... 


tui «— 

“ ucouiln . 


Amount 

Percent of 

Rank order of 


U.8. amount 

16 8UU* 

$879 

100 


•17 

104 


830 

94 

10 

1.228 

140 

1 

1,070 

123 

4 

925 

106 

6 

799 

91 

13 

1,119 

127 

2 

1,033 

118 

6 

•01 

91 

12 

796 

91 

14 

906 

IDS 

9 

1,080 

123 

3 

813 

92 

11 

910 

104 

8 

913 

104 

7 

j 638 

73 

16 

759 

86 

15 


Socacs: 8elins J. MushMn and Eu*ra« P. McLoone. 


™ v* ~ Student Hut her Educations ExpeudMurat and 
Washington, D.C. Nfctkmsl Pianntng AagodsUonTs^S'lttW 


The 16 States included in the study account for 70 cento of each 
dollar spent for student higher education in the United States and 
for two-thirds of total college and university enrollment. Approxi- 
mately $880 per student is spent for this purpose in the Nation as a 
whole. The estimated cost per full-time student or equivalent ranges 
from $638 in Texas— an amount 27 percent below the national aver- 
age to $L228 in Connecticut — 40 percent above it. States with rela- 
tively hufn costs per full-time student generally are those with a 
large number of graduate and professional school students. For 
example, in New York, where such costs are high, 19.5 percent of the 
it degree-credit students are graduate and professional school 

• Student higher education expenditures re pr es en t the current costs of tea chine and the 
overhead allocable to teaching Expenditures for student hither education ns defined here 
include expenditures for Instruction and departmental r ese arch and the portion of ex- 
nenditnrss for feneral administration, libraries, and physicalplant maintenance that la 
used ft instruction. It excludes expenditures for extension courses for noadegre* stu- 
dents, tor other public services, end tor organised research and overhead connected with 
wch research, as well as expenditures related to organised actlrities and to educational 

>art stents' sates and services. It also excludes expenditures of auxiliary enterprises and 
those for student aid. , 

• 8etma J. Mushkin ond Eugene P. McLoone. Student Higher Bducmtion: Bmpenditurea 
Md fisarces •/ Income to if Selected Stmt**. Washington, D.C, National Planning Asso- 

ciation, March 1060. 
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students; and in Connecticut, another such State, 17 percent. Leas 

hw V 6 j P® 1 * 61 * of students in Missouri and Texas, Where costs 
per student are low are students in graduate and professional schools. 
Simdar estimates of costs per full time student or equivalent have 

” ♦ C ° mpUted fop 411 t}ie States, and the necessary enrollment 
projjtions are not now available to apply such data in arriving at an 
approximation of expenditure requirements. 

Some indications of the differences in financial loads arising from 
^ejected increases in population can be gained from data on SLhing 
expenditures in colleges and universities per person 18 to 24 years of 

P 0 ^ 0 * ^ese expenditures for student higher educa- 
tion in 1957-58 ranged from $54 in Alaska to $267 in Massachusetts. 

Sipenditures per person 18 to 24 yeare of age are highest in the 
New England States and lowest in the Southeast. Within the New 
Eng and area there are marked differences resulting from a variety of 
contributing factors. In Maine, 'expenditures per person 18 to 24 

20 t*™!. bel ° W the nationaJ aver age ; in neighbor- 
he ? ei P €ndlture8 76 percent above that average. 

1 i h ?k SOUthem SUte8 ’ 1)0111 those in the Southeast and the South- 
west, the average expenditures for student higher education are below 
the national average. In 12 of the 16 Southern States such expendi- 

ionsl ^ “ d ^ 5 of 


State 


COLUMBIA 


New England. 


New Hampshire. 

Vera umU 

Ms**ch w tu.._ 

Rhode Island 

Connecticut 


MlDKAff. 


New York 

New lemjr 

Pennsylvania 

Dele were 

Mery tod 

District able.. 


Bee footnote* at m4 of tabl e. 


Student higher education expenditures 


Amount 
millions) 1 

Pwoant- 
a*e distri- 
bution 

P«r ptmi 18-24 yf«rs 
of t<e 

Amount 

f*r 

person* 

Percent, 
of it erase 
00 States 
end 

District of 
Colombia 

*3,2918 

100.0 

*147 

100 

10*2 

a 6 

228 

180 

iai 
12.0 
AO 
111 4 
mi 
40.7 

.4 

.0 

4 

10 

.0 

1* 

11* 

286 

250 

267 

102 

212 

*0 

100 

17* 

1*2 

101 

144 

000.2 

22.2 

1*6 

1 18 

288.6 
46 0 
125.8 
11 
83* 

ia* 

117 

10 

10 

.2 

1.0 

.0 

204 

108 

102 

114 

126 

23* 

W 

108 

7* 

00 

162 
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Qejut Lana. 


Michigan.. 

Ohio 

Indians... 
Illtnola 

Wisconsin. 


PLADts.... 


hlteoori 

Nbrth Dakota. 


South Dakota. 
Nebraska 


SOXTTWKAMT 


Virginia. 

W eat Virginia.. 

Kentucky 

Tcoaum 
North Carolina . 
South Caroltoa , 

Georgia. 

Florida ..... 

Alabama 

f 1 aenafppi. 

Louisiana 


Studant h laber education expenditures 


Amount 
mlliiofti) * I 


Pereent- 
ft» distri- 
bution 


04007 


21 4 


120 5 
110 0 
•7 1 
me 

44 1 


210 $ 


47.0 

220 

tie 

09 

10 4 
10 8 
20 0 

mi 


02 

00 

19 

02 

10 

T7 

ii 

17 

IS 

4 

fi 

9 

14 


Pm person 10-24 years 
of age 


Amount 

per 

person 9 


2102 


107 

129 

104 

172 

140 


102 


10 7 


So war . 


Oklahoma 

Texas 

New Mexico.* 
Aiixona. 


Bocet Moujrunr 



Fii War*, 


Dragon. .. 
Narada^.. 
California.. 


Hawaii™ 


300 
19 7 
24 7 

30 6 
#.2 

19 0 

31 2 

20 0 
24 7 
10 0 
410 
10 0 

130 2 


1.7 

9 

11 

1 

11 

1 

1 

11 

.7 

1.9 

.7 

o 7 


20 3 
100 0 I 
9 4 
11 fi 

~ 


12 

44 

.4 

.fi 

10 


10 

00 

it 

208 

107 

5 Tj 


4 

.8 

.2 

1.1 

8 

uT 


40.7 
207 
1 1 
227.2 


108 

170 
142 
138 
101 
108 

171 

90 


92 
125 

86 

103 

104 
73 

79 

93 
81 

80 
142 
106 

7u 


Pareto t- 

Of IfWKH 

80 Statao 
and 

District of 
Columbia 


110 


127 

96 

111 

112 

18 

15 

114 

116 

or 

100 

122 

111 

118 


124 

no 

90 

102 

170 


171 
ISO 

172 
109 
210 

lfil 


63 
03 
56 
71 

71 
61 

64 
62 
66 
64 
97 

72 


91 

76 

07 

70 

110 


no 

14 

117 

108 

142 

108 


L6 

166 

LI 

182 

.1 

90 

10 2 

170 

.1 

64 

.2 

60 


112 

124 

17 

110 
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While data on opportunities for college education, measured by 
numbers in the population or by expenditures for student higher 
education, emphasize variations among States, all States are con- 
fronted with the problems of expanding higher education. These 
problems are made more complicated in some States by the inmigra- 
tion of population, and in others— principally in the poorer and 
sparsely populated States— by the need to move faster to make up 
for past deficiencies. 

STATE STUDY GROUP PROPOSALS 

Each of the State study commissions that made comprehensive 
surveys seeks through its recommendations to make educational op- 
portunities available to young people who can benefit from advanced 
education “without regard to wealth, birth or other accidental condi- 
tions or circumstances.” As is indicated earlier in this paper, the 
ways proposed to achieve this objective are (1) expansion of the 
college plant, thereby assuring more college places; and (2) provision 
of financial aid to students to facilitate their college going 

Increase in coUege /ocitaw.-Additional college places are sought 
through a number of different methods. One method is to build new 
bt ate colleges and universities. Another is to encourage the creation 
of additions! junior colleges, community colleges, and branches of 
existing State colleges and universities. A third is to enlarge enroll- 
ments in existing institutions, public and private, through expansion 
of college facilities and more effective use of existing facilities. 

, Capital outlays for facilities of State institutions of higher educa- 
tion are summarized in table 5. 


TABLE Capita! outlay* ' of Stmt* inatitntionm of higher education, 1950-60 

(Id million*) 


I960... 

Ymr 

Amount 
4 cop** 
Ontlapa 


Ymr 

Amount 
of capital 

Ntfapi 

1961... 





1957 iCi 

1962... 



1QSS . — 

1963... 

-A- 


1959 



1964... 



man 



1965... 

1. 


*0/0 


% 

1 iDducto* cmptUl outlays financed from private end public sources, 

* Etftaatmd from reported date of spendlnf lor “odnoatloo" to exclude that portion not tor hither educe- 
Uon and main Borer *a » ootnpereble to Ufant for later yean. 

» Tra todm Almkm (S3 mUUoo la ISM and |0.7 million, 1900) tnd Hawaii, *3.3 million for 1800. 

Sowau O tmpnM um tf QmmntM ffnatem, annual report* for 196U-00. U.S. Department o 
ik m i Ti isros, Soma of tbs Osnsns* 

The Michigan survey report, prepared for the State’s Legislative 
Study Committee on Higher Education in 1968 by John Dale Russell, 
gives priority to community colleges as a way to meet the expanding 
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number of applicants and proposes a series of steps designed to im- 
prove the basis and increase the amount of State support of local 
communities in establishing and operating such facilities . 10 For 
example, the report recommends that a foundation program of com- 
munity college support be adopted, with the State paying half the 
foundation program costs and that the existing program of State 
financial participation in construction of approved projects be con- 
tinued. It takes a negative' position on extension of college and 
university facilities through establishment of branches of the State- 
controlled colleges and universities. On the contrary, it urges that 
existing branches of the State-controlled institutions be reorganized 
as autonomous institutions and that new college and university facili- 
ties be separately organized. 

The State study groups are divided on the best way to decentralize 
college facilities. In Pennsylvania, Virginia, and Wisconsin, in ac- 
cordance with their study group recommendations, branches of the 
State university have been established in different locations. The 
New York and Pennsylvania reports urge establishment of both types 
of local institutions — junior and community colleges and branches 

of the State university structure . 11 

The California report perhaps goes further than the others not only 
detailing expected future enrollments and the resulting college facil- 
ities required, and indicating locations for new units, but also settin g 
priorities in expansion among types of institutions and specifying the 
educational functions of each type and the minimum, optimum, and 
maximum full-time enrollments in each. 1 * The report recommends 
reaffirmation of the policy that “no new State colleges or campuses of 
the university, other than those already approved, shall be established 
until adequate junior college facilities have been provided” (p. 8). 
More specifically, this report recommends an increase in the current 
amounts paid to junior colleges out of State school funds from about 
30 percent to about 45 percent by not later than 1975, and adoption of 
a continuing program of State grants or loans to school districts for 
construction of junior college facilities. The report also recommends 
creation of two new State colleges, to be in operation by 1965; com- 
pletion of the three new State university campuses authorized by the 

“Joka Dale Burnell. Higher Bdncoiion to Michigan, th* PM Ml Report */ the Serve* 
of Higher BducetUm to Michigan. Michigan Legialatlre Study Committee on Higher Edu- 
cation, Leaning, Mick, September IMS. p. 17a 
a Bee New Tork Stott : Committee on Higher Education. Meeting the Ineroeetng De- 
mend for Higher Bdneetion to Hew Tork Stott, • Deport to the Oevemor ond the Board 
of Bogente. State Education Department, Albany, November 1MO ; a loo Pennsylvania : 
Committee on Education. The NmI Report. Commonwealth of PennaylraaU. Harrla- 
barg, April 1M1. 

m California : The Lialaon Committee of the Stott Beard of Education and the Begeata 
of the Uni rend ty of California. A Matter Plan for Bighor Mdnoetion to Oetifomia. 
i*te-7t. Sacramento, California Stott Department of Education. I960 
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State board of regents in 1957 ; and, in the future, diversion of some 
potential students from the Berkeley campus of the State university 
to other university campuses. 

More effective and efficient utilization of college facilities is urged 
in each of the major study group reports. The Michigan report, for 
example, urges such improved utilization os a fiscal necessity, pointing 
out that the estimated amount that would be required each year over 
an 18-year period for physical facilities to keep up with the mounting 
enrollments would be more than the tax-appropriating bodies and 
philanthropic donors in the State are likely to provide on a continuing 
basis. The report concludes that : “There seems to be only one solu- 
tion possible, namely to discover means by which the present ratio 
of plant facilities to student enrollments can be altered, without 
damage to the scope and quality of the educational program.” 11 

The New York State committee, Henry T. Heald, cha ; rman, report 
ing in November 1960 to the Governor of New York State and the 
board of regents, puts the problem of space utilization in this way : 

If the 8tate university were to continue to follow historically accepted 
sjiace utilisation practices during the next 10 to 15 years, appropriations 
for new buildings to meet the enrollment demand would have to be greater 
than the grand total provided for college buildings by the legislature during 
the past century. - 

Methods of improving utilization of space urged in State study 
reports include greater use of classrooms in late afternoons and eve- 
nings, lengthening of the school week and the school year, better 
planning of the size and distribution of rooms, and repackaging of 
course units to fit better into instructional periods available. 

Aid to private institutions is proposed in a few States to facilitate 
expansion of enrollment opportunities. Kven when direct financial 
aid is not extended to such institutions, they are regarded as an 
integral part of the State’s educational capacity, and their facilities 
are relied upon to help meet emerging enrollment requirements in the 
State. It is true that the high-quality private college or university is 
a national institution which draws its students and its financial sup- 
port from all sections of the Nation, but in most States the in- and 
out-migrations of students are more or less balanced. Notable ex- 
ceptions are Massachusetts and New Jersey. In the few States that 
give direct aid to private institutions, under State constitutional and 
statutory provisions, such aid takes the form of supj>ort for (a) cur- 
rent operations, ( b ) scholarships, and (c) construction of facilities. 

Pennsylvania, a State that has supported private nonsectarian col- 
leges and universities over many decades, continues to stand first 
among the States in the size of Its financial payments to such institu- 

» John Dolt Russell, op. eft, p. 6T. 

M New York Bute : Committee on Higher Education, op. dt., p. 32 
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nous. In 1957-58, 14 private institutions in Pennsylvania received 
State support, and the aggregate of these payments amounted to 
almost $19 million. Payments are made to the aided institutions on a 
per student basis. The Governor’s Committee on Education in its 
report points out the unique character of Pennsylvania’s aid program, 
but emphasizes that no “measurable” program goals for it have been 
established over the years. The committee recommends that goals be 
set for the period ahead— goals that would give assurance of expanded 
enrollments in the aided private institutions. 1 * 

Eighteen States and Puerto Rico provide scholarships that stu 
dents may use either at public or private institutions. New York 
State has by far the largest of these programs, and further expan- 
sion has been proposed by the Heald committee and also by the 
State board of regents. 1 * In other States also, new and expanded 
scholarship programs are proposed. 

ft Assistance given to privately controlled colleges for construction 
of facilities, when such assistance is available, is as a rule limited 
by the States to self-financing loans. However, aid to private insti- 
tutions in meeting their specialized facility needs lias been extended 
in other wAys, For example, the new medical school at Seton Hall 
in New Jersey has been given the use of the city hospital for clinical 
teaching, and the University of Miami has a' similar arrangement 
with Dade County. 

Financial aid to students .— The availability of facilities is only 
! part °f the P rob lem of assuring opportunities for college going*; 
another, is the financial ability to go to college. An important factor 
facilitating larger college enrollments has been the improved acces- 
sibility of colleges an accessibility that makes the student aware 
of potential resources for an advanced education and at the same 
j time reduces the cost of his college going by permitting him to 
live at home while attending. Report after report from the State 
study groups emphasizes that, if opportunities for college going are 
| to be provided to the greatest possible number of young people, insti- 
tutions of higher education -must be distributed* widely throughout 
the State. s 


Historically the primary instrument used by States to insure edu- 
cational opportunities is low or no student tuition. More recently 
attention has been given to the costs of attending college other than 
tuition charges, and policy issues have linked tuition charges and 
scholarships. State study commissions generally reaffirm a policy 
of low or no tuition, such as that set forth in the early State con- 


u PwaiylftnU : Conunlttw on Education, op. eft., p. 19 

* Jo J k 8Ut * : Th€ Un,vtr * lt J ot ih * of New York. Invert mint in the 

* r# * Rogento FropaoaU for tha Mmpanrton and Improvement of Bdnoatio n 4* Meie 
fork Biota i$$l . Alban/, N.Y., tba 8 tat* Education Department, December I960 
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st i tut ions of the Midwestern Stttos which recommend t hat tuition 
should be gratia and equally open to all. The CAlifornia report 
introduces its reoommendation on student fees with : “The two gov- 
erning boards reaffirm the long- established principle that State col- 
leges and the University of California shall be tuition free to all 
residents of the State.” ” In most States where no student tuition is 
required, however, fees are imposed as charges for specific service* of 
benefit to the student, such as health, counseling, placement, housing, 
and recreational services. 

Essentially there is at issue, as evidenced by the State reports, an 
important question of eligibility that relate* not only to public higher 
education but to most other public services: Is the service to be 

available without charge to aD qualified individuals who seek it, or 
only to those who demonstrate financial need f The notion that tuition 
charges be imposed where none had been levied before, or that they 
be increased, is contrary to widely accepted educational policies in 
many States and cannot be expected to gain easy acceptance. 

However, publicly controlled oolleges, between 1953 and I960, in- 
creased student tuition and other chargee each year on the average 
about 5 percent— a rate only somewhat less than the increase in private 
institutions. In the 7-year period 1953-30, tuition rates rose 47 percent 
in all institutions combined, and 86 percent in public once. In many 
States increases in student fees came in response to the sharp pressure 
of advancing costs of higher education, despite the institutions’ ad- 
herence to a general policy of charging no or low tuition. 

Unlike other State reports, the New York report does not back 
into a recommendation for increases in tuition or student fees, but 
espouses a statewide tuition policy foivall public institutions of higher 
education. It called for a uniform $300-a-year tuition charge “at 
all public colleges in New York State— including units of the State / 
university, the community colleges, and institutions in the New York * 
City college system.” “ In recommending this tuition charge, the 
committee has this to say : “Decisions on tuition made ten, twenty, or 
even a hundred years ago are no longer relevant and should be changed 
now that financial demands are mounting. . . 

A tuition-rebate plan and increases in scholarship aid were recom- 
mended by the committee for students whose family incomes are low. 
The committee noted that “a tuition-rebate plan administered by 
student-aid officials of the various colleges in accordance with general 
specifications laid down by the legislature, and malripg special provi- 
sions for hardship cases, can prevent tuition from being a burden on 
students truly in need.” “ This recommendation was supported by 

“Callfwala :Tha LUUom CtaaltM of tU State Boor* of B«aate of Um UatforaltT of 
CaltforaMw op. etc, p, 14 . 

“ State : Coualttea oa Hlffcar Maeatloa. op. elt., p. U. 
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York State Board of Regents " and adopted by the legislature 

While some States are expanding student assistance by means of 
seholiirahip grants through public eollegw and universities,® 3 others, 
as is not ini above, have adopted statewide programs m which students 
may use the scholarship grants to finance their attendance either at 
public institutions or at private ones, as the student elects. In recog- 
nition of the nature of the costs other than tuition, to students attend- 
ing college, California has proposed subsistence grants to State 
scholarship recipients, up to the amount required to defray living 
costs while the student is at college. 

„ The amomit °r Sta te scholarship support is shown in table 0 for 
States spending $1 million or more for scholarship aid. Financial 
aid to students through scholarships, fellowships, and awards tends 
to be much lower in the South than in the other areas of the Nation. 
In 1959-60 eight of tl»e Sou them States spent less than $3 per person 
of college age in the SUte for that purpose, Other States with low 
scholarship expenditure* per person of allege age were Massachusetts 

and Rhode Island, as well as Kansas, Ohio, and South Dakota 
(table 7). 


TABLE fc-Sutra ependla* f 1 »tSli<» or .ore for eehol.rehip a*d other etudeat 

Udr 1KMI 


* 



I ***• * Tort. op. ett, p tl-M 
... aeoertpttooe of eto«aat tie on ladoded tat Rleiur C. Mattlaatv ■ 

D ?_ D# 2 r S~l * HmUU - Welfare. 

. Jr^. ttoa, - B ? UHt * . lW No. 17 ; e*4 There. Birch WKktae. AnmW AM fer 
nlTT- “•■wrreeeela OR. Pep eM.i et o i Health. MntHta • j Welter* 
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TABLE 7. — State scholarship aid * to students, per person 18-24 rears of ace in 

State, 1959-60 


State 


Vermont-.. 
Wyoming. . 

Oregon 

Dr law are... 
Colorado. . . 
New York. 
Ariiona 


Michigan 

New Mexico 

New Hampshire. 

Iowa 

Nebraska 

Wisconsin— 

Virginia 


Louisiana 

Illinois 

Montana 

Hawaii 

Oklahoma 

Minnesota 

West Virginia. 
Washington... 


UNITED STATES. 


Maryland.. 

Alabama 

California... 

Florida 

Utah 

Maine 

Arkansas 

New Jersey. 
Nevada 


ni- 

i vakota. 

•4 

»iW>!.-.. 


Indiana 
North! 

Idaho. . 
Missiasil. 

Connecticut 

North Carolina., 

Tennessee 

Missouri 

Alaska 


Ooorgia__._ 

Ohio * 

Massachusetts 

8outh Dakota "V 

Pennsylvania 

Kansas... 

Rhode Island **" 

Texas 

Kentucky... 111.111 — **' 

South Carolina*.. ’ 


Amount 

Percent 

per person 
IS- 24 years 

U.8. 

average 

of age • 

tie. so 

463 

IS- 15 

360 

11.01 

302 

ASS 

242 

A IS 

224 

7.61 

206 

A 84 

187 

A 25 

171 

A 07 

166 

M9 
A 75 

161 

158 

A 64 

154 

A 57 

163 

A 40 

148 

AS9 

148 

AS4 

146 

4.77 

131 

4 

126 

, 4.50 

123 

t 4.40 

123 

4.26 

117 

A02 

107 

A 65 

100 

A 51 

06 

S 48 

95 

3.42 

94 

3 35 

92 

A 28 

90 

2.00 

82 

206 

81 

2 82 

77 

. 274 

75 

260 

> « 71 

244 

67 

225 

62 

IK 

~ 61 
58 * 

200 

55 

1.8<f 

t \. 51 

1.72 

47 

1. 71 

47 

, 1.70 

41 

* ' 1.65 

45 

. S L58 

43 

. 1 37 

S3 ' 

* *1.24 

34 


£3 

1*20 

33 

’ l oo ; 

SO 

.06 

25 . 

' .70 

i* 

19 


includes scholarsh i j akS and other student assistance expenditures of State colleges and universities 
TOnnecS>d1hc^wri 8tote icbol&rsh| P through other pubfo programs and the administrative expenses 
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Ifium^i^jySo Departmont °* Uommere% Bureau of the Census, for Compendium of State Government 


Improved methods of student selection — States continue to accept 
lb® principle that all high-school graduates should have access to 
higher education if they so elect. They recognize that opportunities 
for advanced education are not only a matter of accessible physical 
facilities and of student financial aids, but also of fitting the student 
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“? 1,16 0011686 *° 4,16 student Dropoi'ta that result 

s ™n*ZZ ™ m ° nte ^ W “ t6M ’ ^ ° f P“ blic ^ “<* »< 

The California study group goes further than the others in recom- 

Sfuniv ; Cat,0 7 f aPphCante f0r ad « and restriction 
s-tate university enrollments. It recommends that (a) all high school 

f ra Ua 1 6S . b ! eig ? ble for enrollment in junior colleges, (b) State col- 

ofcahfn ? rSt ‘ t M® from t* 16 to P one-third of aU graduates 

of California public high schools, and (c) the University of Cali- 
fornia select from the top one-eighth. In discussing the effect of the 
proposed admission policy on the opportunity of ^aduates of CalT 
omia public high Schools to continue their education in publicly 

I P n P ° w ^ r itUt r S in the State ’ the Committee includes that the 

plan, with its complementary provision for student transfers, “will not 
reduce the opportunity for students able and willing to meet the 

7IZT 3 f ° r .“.^ the U ^ T division ^ the State colleges 
and the University of California.” ** M 


' IL Development of Manpower Capabilities 

f . Z 0nly i 0 tHe S l MeS have & res P°nsibility for assuring educa- 
tional opportunities for their young people, the number of whom 

grows with each census, But they also have a responsibility for im- 
proving the quality of the higher education provided. The quality 
of such education determines whether the talents of the students will 
be developed so that “they are able to guard the sacred deposits of 
0 «g ht « and iiberties of their fellow citizens.” And because the 
quality of higher education determines the effectiveness of the services 
to the publio-T-in medicine, in teaching, in the civil service-of persons 
Who. are college or university graduates, State governments necessarily 
have a vital stoke m the quality of the graduates. It is clear that 
maintenance of the educational levels of prior years is not enough at 
this time of unmatched scientific progress and technological advance. 
States seek to develop the capabilities of the citizens through a series 
of measures— measures urged to improve quality of higher educa- 

£® n , , (o) a br ° ad range u* opportunities for study beyond 
the high school, and (b) adequate financial support. 

MEETING MANPOWER NEEDS 

A number of steps have been taken by the States to help meet the 
needs of their residents for the services of professionally and tech- 
nics y trained people, and additional steps are proposed by State 
study grou ps. Although these action programs differ, they have 
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common purposes, and the differences largely reflect the peculiar 
demographic, geographic, economic, and educational characteristics 
of the States. Among the steps taken by the State governments, or 
proposed to them, are the following : 

Expansion of facilities for graduate and professional tr aining . 

— An increase in fellowships and other, financial aids for graduate 
students. 

— Expansion of facilities for technical and semiprofessional 
training. 

— Interstate and regional cooperation in providing graduate and 
professional education. 

— Statewide coordination of facilities for higher education, to- 
gether with identification of the functions of each of the types 
of such facilities, and centralization of specialized high-cost 
facilities for graduate and professional training. 

Expanded facilities. — In a number of States action has been taken 
since the end of World War II to expand facilities and opportunities 
for graduate and professional training. Because of the urgent needs 
for professional health personnel and the high cost of medical educa- 
tion, considerable attention is directed to this special area. I have 
noted earlier in this chapter the important part played by the public 
universities in expanding opportunities for medical education during 
the past decades. Establishment of new educational centers for the 
training of physicians, nurses, dentists, and others in the health pro- 
fessions is being urged by national, regional, and State groups.* 1 
In New York State alone, which now has 10 medical schools, con- 
struction of “two or three new medical schools within the next 10 to 15 
years” is proposed by the Heald committee.* 4 Arizona, California, 
Connecticut, Indiana, Maine, Massachusetts, Michigan, Minnesota, 
Montana, New Jersey, New Mexico, Ohio, Rhode Island, and Texas 
have authorized or given consideration to new medical schools. State 
grants to private medical schools also are recommended in New York 
to enable such schools to expand their teaching facilities. 

The expansion programs are not limited to schools training for the 
health professions. State colleges have been given university status 
in increasing numbers to emphasize graduate education, and addi- 
tional graduate education centers have been recommended in some 
States. Teachers colleges in a number of States have been converted 

* 8m Frank Ban*. Organising Medical Education To Meet Healtb Need*. The Ann ole, 
American Academy of Political and Social Selene*, *87 1 2 9-M, September 1961 ; ale* 
Beport o t tbe Surgeon Oeneral'e Consultant Group on Medical Education. PhgeMant for 
a Crowing merit*. U.S. Department of Health. Education, and Welfare, Public Healtb 
8errlce, Waahlngton, D.C„ 1959. 

" New York State : Co mm i tt ee on Higher Education, op elt., p. ST. 
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into liberal arts (general purpose) colleges, and in a number of others 
rerommendations for such action are t*ing discussed 
Fellowship and loan propro m .-$everal States have implemented 
or are considering financial aid programs designed to encourage study 

^t!i^ hZe 1 fle . lds - For sample, California’s study commits urgl 
establishment of a new State graduate fellowship program todivfrt 

Vo* Sif 8 ® K r ^ and *"*«•* sUuiy, In New 

' ork State which has a small graduate fellowship program the Heald 
committee proposed “liberal financial aid” for mfd^u^ ^Tcal 

Typical financial aid programs now existing in several States are 
esigned primarily to encourage training in the specialized fields of 

aid a^wklUt’ tZ d oS edl i ine, r d ^ ^ ° f th6Se States 
periodX ***" W ° A th6 SUt< fM * 

Expansion of technical training programs— The con^m c* * 

n„r:f r ; d igh”C4 e a Board of Contro1 of the Sute ’ s in8t ™ 

The projected developments of the FinHri. 

& 

The junior or community college in many places is looked nr*™ «- 
“oZiZlTeldslw 0 " to . pr 7 id6 i« technical an!Tsub. 

Earner I described ^eto^^TJ^ 

ri£ tsss&ss* 

— *00^ CaP !‘t' ?> ui, * ment8 ot ‘orheicai curricula are 50 ^f ’ 
cent to 100 percent higher than of liberal arts ones" ^ 

in ““ U pr0portion of «U students seek training 

V ° m f * e,d durm « » J<«. And programs for training in such 

.or"t "'r"”’ « 

rUI«. 1®B6. p. 0. 1 8Uff Beport Onlr«rrity of World* Prew, ounce 

Mo» for our rlttMOhaT B f nC * t,oni ” ta FtoaooOip E duett- 

Uon AoMetatloo, Waihloftoo, p! #0* Wneit,0 “J Wbwm*. National Bdoea- 
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fields as aeronautical technology, graphic arts, or industrial photog- 
raphy, can only be offered economically in large population centers. 

Interstate and regional cooperation. — Increasingly there is recog- 
nition by the various States of the importance of interstate coopera- 
tion, both as an economy measure and as a step toward insuring high- 
quality education. Three regional education organizations have been 
established in the United States — the Southern Regional Educational 
Board, the Western Interstate Commission for Higher Education, 
and the New England Board of Higher Education. These organiza- 
tions not only serve as agencies for the administration of interstate 
agreements in their regions but also, in cooperation with the Gov- 
ernors’ Conferences and the Councils of State Governments as well 
as other groups, and have fostered cooperative planning and program- 
ing for educational opportunities in the States in their regions.” 
Existing regional arrangements in the field of higher education 
usually cover professional education in medicine, dentistry, veterinary 
medicine, and in some instances public health and social work. 
Among the purposes of existing regional arrangements are the fol- 
lowing: (a) to enable States without specified types of professional 
or graduate training facilities to provide educational opportunities 
for their residents, (6) to strengthen institutions providing regional 
professional or graduate programs, and (<?) to save the costs that 
would be involved in construction of expensive facilities for such pro- 
grams of their own. Under regional arrangements students from 
participating States enroll in colleges and universities in member 
States, with the home States paying agreed-upon amounts per student 
to the receiving institution. The students attending under these pro- 
grams pay the same tuition fees as State residents. 

The survey of higher education in North Dakota emphasizes the 
importance of interstate compacts and arrangements as a way to 
provide specialized educational opportunities in a State with a rela- 
tively sparse population. The report notes that “Under these con- 
tracts students can without extra financial burden to themselves attend 
institutions outside their own State to study programs not offered by 
colleges in their home State.” * 

Statewide coordination. — Viewing all institutions of higher edu- 
cation in the State as parts of a whole, a number of State study re- 
ports urge statewide coordination of facilities for such education. 

" See for example, U.S. Public Health Service, W. K. Kellogg Foundation, and American 
Dental Association. A Study 0 / Dental Manpower In Me West, Western Interstate Com- 
mission for Blfher Education [1909?] ; Southern Regional Education Board, Financing 
Higher Education Series, the Board, Atlanta, da.; Western Interstate Commission for 
Higher Education, Proceeding# 0 f the Legielmtive Work* hop on Financing Higher Educa- 
tion, the Commission, Bonlder, Colo., Jane 1908 ; and various reports of the New England 
Board of Higher Education. 

■Ernest V. Hollis, 8. V. Martorana, et ol. Higher Education in North Dakota, a 
Report of a Survey, voL 1. U.S. Department of Health, Education, and Welfare, Offlce of 
Education, October IMS. p. 84. 
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The objectives of this coordination are many. Among them are de- 
velopment of a greater diversity in educational programs, improve- 
ment m quality of specialized training, and reduction of needless 
duplication.* * 

Such coordination in a State, whether through voluntary action 
or official requirements by a central board of higher education re- 
quires identification of the distinctive role of each institution. The 
Texas Commission on Higher Education, for example, has continued 
to emphasize the State’s need for effective statewide coordination. Its 
report defines the role and scope of each public college and university 

in the State and suggests an appropriate allocation of functions 
among them.*® 

The California study report defines the functions of three types of 
institutions-universities, 4-year colleges, and junior colleges— as was 
indicated earlier in this chapter. 

In the North Dakota report the recommendation on statewide 
coordination among institutions of higher education is stated as 
follows : 

The State board of higher education . . . ahould define the concept of a 
single statewide system and a policy for developing three types of Institu- 
tions for achieving the stated objectives. These three types of colleges and 
their primary functions should be: (1) complex institutions of the university 
type, predominantly responsible for providing graduate and professional 
education; (2) 4-year, regional State colleges predominantly responsible 
for providing programs of teacher education; (8) 2-year colleges of the 
community-junior college type, predominantly responsible for approved spe- 
cialised programs for te chnici a ns and semiprofesslonal personnel.® 

In New York, a State that unlike California and North Dakota 
has relied upon private colleges and universities for the major share 
of its higher education, the task of coordination and statewide plan- 
ning .has not been neglected. The Heald committee urges a new 
alinement of the organizational structure of higher education in the 
State, expansion of responsibilities for planning, and creation of a 
Council of Higher Education Advisors “to recommend publicly and 
loudly what ought to be done to keep our system of hi ghe r education 
in line with our needs— statewiso, nationally, and in view of the world % 
situation.”* 


ADEQUATE STATE FINANCIAL SUPPORT 

« 


Educational opportunities must be provided in the States for the 
growing numbers of talented young people, and professional and 


* Ibid.* p. 85. 

CoamtatoE WfMf UeitSot, tfpirf to the Governor of Texas end the 
Lefisjetero of the it# of Tomes, Awtli, Tkl, the Commiatioo, December 1958. 

* Bmeat ▼. Hollle, 8. V. Kartoraiia, ot aL, op. dt, p. 87-88. 

•New York State: Committee oa Higher Wueetion, op. dt, p. 22. 
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subprofessional education must be developed to meet the needs for 
trained manpower. But college places of the appropriate Hnd s are 
not enough. The major issue confronting the States in the financing 
of public higher education is: “How are we to finance higher educa- 
tion of the quality required for today’s complex society and tomor- 
row’s even greater complexities!” 

The Texas Commission on Higher Education poses the question in 
this way : 

• • ■ th * °<>“mlarion foresee* the marring challenge to public higher , 
education In Texas la terras of Qualitative rather than quantitative con 
siderstiona . . , It ie not enough for the State to concentrate Its attention 
on meeting the flood of enrollment. Quality must be considered, and indeed 
it must be rtnphf lend " 

State performance . — Have the States in the pest increased their 
funds for higher education in the amounts required to improve the 
quality of education at the earn# time as they enroll larger numbere 
of students? In current dollars, State and local funds going to 
colleges and universities m 1967-68 were 20 times as high as they were 
in th» griy 1920’s and 8 times as high as they were after World 
War II. In the 4 yean from 1958-54 to 1957-66, the increases in 
these expenditures averaged about 10 percent a year, and the increases 
in enrollment in public institutions averaged about IS percent a year. 

Historical comparison of Stats and local tax funds for higher educa- 
tion, however, is hazardous. Neither the data for State funds nor 
those far enrollments are statistically comparable. Definitions of the 
items sported are different from biennial survey to biennial surrey, 
and the completeness of reporting varies. Moreover, State programs 
change, and they affect the data repented in different ways. Also, an 
appropriate base year is difficult to select because of the special cir- 
cumstances existing in each of the years. (See app. C for further ex- 
planation of estimates of State and local funds for higher education.) 

_ analysis of the data for the most recent period, mad e by com- 
bining the available information in different ways, seems to suggest 
that State and local funds for higher education changed over the last 
4-year period roughly by the amount required to accommodate the in- 
creased numbers of students in public colleges and universities 
did not include a margin for improvement in quality. Using one series 
on enrollments in the computation, I found that state and local funds 
per student increased about 7 percent between 1951-52 and 1957-58. 
With another enrollment series, Stats and local funds per student were 
somewhat h igher in 1958-54 than in 1957-58. And with still another 

■TtaM: Report to tbo Governor ud the LegMatora at the State, op. elt, p. 8. 
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enrollment senes, State and local funds per student were 11 percent 
higher in 1957-58 than in 1953-54.* 4 
Thus the States’ performance in the past few years (measured by the 
amount of State and local funds per student enrolled in public institu- 
tions) indicates two things: (a) States and localities increased their 
tax effort for higher education, and (b) the increase was pressured by 
enrollment demands rather than by considerations of quality. 

The larger scale of State and local financing for higher education 
corresponds to that for State and local expenditure for all tax-sup- 
ported public services. During the period from fiscal year 1949--50 to 
1957-58, State and local expenditures for all public services increased 
from $27.9 billion to $53.7 billion, and a further rise of over 13.5 per- 
cent occurred in the next 2-year period. Total State and local ex- 
l>enditures more than doubled in the decade of the 1950’s and increased 
from 9.5 percent to over 14 percent of gross national product. 

Future State requirement.— “Can the States finance higher educa- 
tion in the quantity demanded by its citizens and in quality adequate 
to m«*t the manpower needs of the State and Nation!” In part the 
answer to this question patently depends upon the costs of quality 
education, taking account both of those quality factors that will in- 
crease costs and those which may permit reductions. The necessary 
salary increases in the colleges and universities create an upward push 
on costs.” 

State study report after report emphasizes the need for higher 
salary payments to faculty. For example, the Arizona ahd West 
Virginia reports urge better faculty salaries. North Dakota’s 1958 
report noting that North Dakota institutions were not paying faculty 
salaries comparable to those in other States, says : 

This fact has anions Implications for tbe welfare of the higher education 
in the State. . . . The gravity of the situation is made worse by the fact 
that the level of faculty salaries over the Nation at large la coming to be 
recognised as dangerously low." 

The report recommends that the legislature raise the level of faculty 
salaries as rapidly as possible, and as a minimum “strive to reach and 
m a in tai n an avenge for its faculties that is equal to the average salary 
level paid personnel of comparable ranks in institutions of like type in 
the North Central region of the Nation.” 

Hie Florida report urges an upward adjustment of salaries as neces- 
sary to attract and retain qualified staff in a highly competitive 

**TOe three aor oUaont Mrtw for peblle instltnttoas war* : (•) total opening fall raroU- 
aenta; (*> opening faU earollaenta for ndtat and ox tension ctndonU (dagroo and noa- 
d *« r *a credit) ; and (e) a tioit na to -yoar oaro lh na n ta for ronldoat atadeata. 

"Sidney 0. Tfcfcte*. ft atl hy d a lo rt aa Tkm mm* Rato — A Smemm* Leo*. Now Tort. 
TOo Fand for the Advancement of Hdaeatioa, May 19dl. 

v. Hollis, a V. Martoraaa. at ml, op. dt, p. 87. 8A 
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market. The Oouncil for the Study of Higher Education also recom- 
mended such an adjustment,” New York’s Heald committee puts its 
findings on the subject this way : “Salaries have been too low for many 
years, with top-grade faculty members substantially subsidizing, in 
effect, the education of their students.” “ 

While salary adjustments create an upward cost push, improve- 
ments in methods of teaching, reorganization of curriculums, and in- 
troduction of new techniques in the colleges and universities offer 
some opportunity for modifying the upward trend. Much new insti- 
tutional research in the colleges and universities of the States promisee 
improvement both in efficiency and in quality. However, it is. gen- 
erally recognized that the ongoing efforts have to be stepped up. The 
Heald committee, for example, recommends that the State help col- 
leges and universities to improve their techniques of higher education 
and urges that a new agency be created in the State to help the institu- 
tions create, develop, and adopt new policies and procedures, and to 
encourage prompt use of new knowledge about administration and 
educational practices. 

Future financial requirements can be defined somewhat more pre- 
cisely than heretofore, within the framework of illustrative estimates 
presented in chapter 11 of this publication. If States increased their 
tax efforts approximately in proportion to the numbers of students 
enrolled in public colleges and universities, as indicated in table 4, 
chapter 11, State and local expenditures from tax funds woul <j in- 
crease from $1 billion in 1957-58 to $2.9 billion in 1970-71 and to $3.8 
billion in 1975-76. If they just maintained their 1957-58 relative tax 
effort for higher education, State and local support would rise from 
$1 billion to $2 billion in 1970-71 and to $2.6 billion in 1975-76. The 
differences between the amounts shown in table 4 and those that would 
be raised if tax effort were maintained at a constant rate would be 
added to the amounts required from other sources. If, however, they 
finance about one-half the current expenditures required, States and 
localities would have to raise about $4.5 billion in taxes for student 
higher education by 1970-71 and more than $6 billion by 1975-76. 

Recent studies of the changes in State and local tax bases in re- 
sponse to changes in income permit us to translate these State and 
local contributions into tax rate increases. The studies by Netzer of 
the Chicago Federal Reserve Bank , 40 by Eckstein for the Committee 
for Economic Development , 41 and by McLoone of the Office of Edu- 

" Brumbaugh and Bice, op. eft, p. 84. 

“New York State: Committee on Higher Education, op. dt, p. 14 . 

•Did: Netser. “Financial Needs and Beeonrces over the Next Decade 1 State aad 
Local Government*” in PmbUc Wtnanam: Wanda, Bamroaa, and DtWattan, a Report of the 
Notional Bnrean of Economic Research. Prlneetoa, N.J, Princeton Uni varsity Pm. 
llHtt. 

“ Otto Bckateln. Trenda in PubUe Wa pa n dU wraa to the Neat Daeada. Washington. D.C„ 
Committee for Economic Development; April ISM. 
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cation 41 indicate the sensitivity of State and local tax bases to changes 
m gross volume of national output. While these studies suggest 
somewhat different changes in State and local tax yields (at constant 
rates) in response to changes in State income and gross product, the 
three studies suggest that the State and local tax bases grow almost 
proportionately to the groes product. Hence a rise in State and local 
expenditure out of tax funds proportionate to gross national product 
would require no rate increase. A rise beyond this amount would 
call for increased taxes, or, stated differently, the growth in the econ- 
omy will permit a doubling of State and local contributions to student 
higher education a decade hence without an increase in tax rates; 
State and local contributions in excess of these amounts will necessitate 
higher tax rates or new tax levies. 

Writers on problems of financing higher education express sharply 
divergent views about the ability of the States to meet the mounting 
needs of higher education. Interstate competition in a highly mobile 
Nation, where people, goods, and property cross State lines without 
trade barriers, imposes real limits 09 tax action by a single State. 
States tend to be restricted in their tax policy by the taxas imposed by 
their neighbors. Moreover, there are large unmet needs for other 
public services of many kinds, and claims on the tax dollar multiply 
with the rapid development of metropolitan areas.** Because of the 
major reliance on property taxes and sales levies, general or selective, 
increased State and local taxafion means heavier burdens on the low- 
and middle-income groups than would a comparable Federal tax 
load.** 

Interstate differences. — Tables 8 to 10 present comparative inter- 
state data on the financing of higher education. Table 8 shows the 
wide variations in the shares of State and local governments in the 
financing of educational and general expenditures (excluding re- 
search). Table 9 shows the estimated amount of State and local tax 
dollars for higher education per person 18 to 24 years of age in the 
States and in the regions; and table 10, the tax money as a percentage 
of gross personal income of all the residents in the States and in the 
regions. 

Despite wide variations among the States in the share of public 
funds going toward the teaching of students in colleges and universi- 
ties, and also the variations in tax effort, each of the State study 

* Eugene P. McLoo&e. The M feats of Tom , Elasticity on the Financial Support of 
Education, Doctoral dissertation, Urbana, Un trend ty of Illinois, 1960 ( unpublished). 

* Seymour E. Harris, op. clt., p. 68, and Howard E. Bowen, “Where Are the Dollars for 
Higher Education Costing Promt" in IMS Current 1 tones in Higher Education, Associ- 
ation for Higher Education, National Education Association, Washington, D.C., 1960. 

* George A. Bishop. The Tax Burden by Income Clam, 1958. National Tam Journal , 
14 : 4-58, March 1961. 
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-roups concludes that, their State can afford to finance an enlarged 
public pro-ram of higher education. Various indexes of the ability 
of a State to finance higher education are used in the reports on State 
studies.** These include (a) State expenditures for higher education 
per student or per capita; ( b ) State expenditures for higher education 
as a percentage of total State outlays or of total tax dollars; („) State 
expenditures for higher education as a percentage of total personal 
income in the State. To gain a measure of relative ability, the indexes 
are compared with the State’s own tax effort for higher education 
historically, and also with that of other States in the same region, 
with that of States of similar size, and with the Nation as a whole 
Projections are made of personal income and of State resources to 
finance higher education, and changes in tax effort are computed on 
the basis of the relation of the estimated growth in expenditures for 
higher education to the growth in the economy of the State. 


TABLE 8^-Percpnt of eolk«e and unireraity current income for student higher 
education from St. tee and local gorernmenta, 1S57-M 
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TABLE 9. — State ud locil foixls for higher tdotitioB ud icholftrthip UMsdl- 
tare*, 50 States and District of Columbia, 1957-58 
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See footnotes at end of table. 
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TABLE 1R— Bute and local for ht*fc«r adocatioa, isdodinf ocBolarakip 

i of Coln n bt a. U$7*6S— CobUbboI 




III. Fostering Economic Growth 

We have previously discussed the financial problems facing the 
States in providing higher education opportunities for the rapidly 
growing number of students and in developing the necessary man. 
power capabilities. We turn now to the impact of higher education 
on the economic development of the State and the way in which thi» 
impact altera the financial problems. Increasingly, Governors, legis- 
latures, and educational agencies are coming to regard higher educa- 
tion as an important component of economic planning in the States, 
and the financing of higher education as an investment in economic 
development. 
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T “ “T* * and technok «y new perspective to 
the role of cefieges and universities. New industries, with their 

C mS r f a f^ ler f ted growth, originate in the research laboratory. 
Beseardh and development outlays of industries *re growing rapidly 

^TSZ Pay °, ° f reSearCh ‘ 1116 facilities this develop 7 
ment work ofteSn are located in areas where the manpower and m- 

wurcw for research are most favorable-university centers. The 

Bepartawnt; of Commerce’s Office of Area Development, in 

reporting a discusuon among bfficials of problems of industrial loca- 

tmni “? cladin S ° ffi f lals J fr0m 1116 aircraft > pharmaceutical, and elec- 
tronics industries— listed characteristics of preferred sites for research 

and development facilities. Among the characteristics of theTsites 

, rat \° °. f at least 2 ^gineers per 1,000 population : 1 Ph. D. per' 

Mitira; and opport “ ities for — 

^ u? recruitment and retention of professional and 
scientific personnel by a company located close by. The centers afford 

^ployees of the company access to opportunities for continuing their * 
tive Pr ° V 6 a ^ ° f ; tel6nt t0 draw u P° n f or consul ta- 

University center thus are linkeJV^dustrial development in 
h community and State in which they are looted. The State’s 
wntnbutmn toward the financing of these centers becomes a part of ite 
wntnbution toward economic growth in the community P and the 
.^ ate ~ a J 1 m vestment that pays dividends in expanded fiscal resources, 

, Pf° ve d pnblm services, and employment opportunities. 

The gains to the State’s industrial development from university 
^ters of graduate study and research are a further justificatTon of 
State taxpayer support of these centers. Brumbaugh states the nmh 

S-- rn : “ The r 1 c ^ Ueng<, “ «-«* £££ sS 

is not to find ways by which the economy will be able to support 
lgher education, but rather i to devise ways in which programs of 
i^rch service, and .instruction in higher education can support 

, de !u° pment& 7: Pwh »I» “ * “*• detailed “a, Z?to 

th^r State s the report of the Florida Council for the Study of Higher 

PaefUHet (procMMd), Mar. 19 1959^§^v»*« f* 0 ??*’* of Re “»™h and Development 
Not, 9-19, 198®. Votu •* PUt ** Location Seminar (proceaMd). 

entional Record, 42^ 00 L ° C * 1 Acaden,,c p K>9raa»a. The Bdu- 

Onli Zd a Col,e ** ®r 

• Brambanrh and Bl*e, op. clt., p «. ' ’ 2# ^ 2 * 0ctob * p 1B «>. 
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Education deals with the economy of the State as a backdrop for its 
survey of higher education needs . 80 

Of direct concern to the State officials is the magnitude of funds 
granted to research centers in universities by private and Federal 
agencies. Concentration of private and Federal research funds in 
prestige institutions has set off a chain reaction that inte n s ifies the 
urgent need for attracting and retaining well-recognized scholars and 
research workers, particularly in the physical and biological sciences. 
The. financial requirements of the State university centers are in- 
. creased as a consequence. But the support from sources other than 
State taxes is increased as well . 81 

Although most of the State groups concerned with higher education 
have not emphasized the economic benefits of higher education, few 
lose sight of the fact that higher education itself is a growing 
“industry .” 81 

In summary, most States in the past few years have explored the 
developing problems of higher education within their borders; less 
than one out of each five States has made a comprehensive survey of 
higher educational opportunities for their residents and the financial 
problems involved. State tax funds for higher education have in- 
creased^ rapidly, but the higher taxes -have not been sufficient to gain 
quality education in the quantity demanded. State interest in college- 
trained manpower and 4 in industrial expansion based on scientific ad- 
vances suggests the possibility of new methods of financing, including 
long-term borrowing. However, faced with the growing financial 
load for higher education, States in some instances are turning to the 
•cities for a larger share of the costs— cities already burdened with the 
•complex public service needs of metropolitan communities. 

• •• Wylie Kilpatrick. Florida’ e Economy — Poet Trend* and Protpecti for 19 79, rol. 2 
of Higher Education and Florida’* Future. Gainesville, University of Florlda'Presa. l»6fl. 

" The effect of research on the finances of higher education to discussed In ch. 18 of this 
publication. 

ta Bee, fpr example, 8. V. Martorana, Ernest V. HoUls, et. at.. Higher Education in South 
Dakota, « Report of a Survey, vol. I, U.8. Department of Health, Education, and Welfare, 
OfflcO of Education. September I960 ; and James W. Harvey, The OMvereity and the City, 
a Study of Beonomio Relationehipe Between the Vnivereity of California and the City of 
Berkeley, Berkeley, University of California Bureau of Public Administration, December 
1858 (processed) ; and various reports by the New England Board of Higher Education, 
the Southern Regional Education Board, and the Western Interstate Commission for 
Higher Education. 



CHAPTER 15 


Corporate Support of Higher Education 


Robert /. PitcheU * 


/CORPORATIONS increasingly have recognized the importance 
*w o f institutions of higher education as a base of research and a 
source of trained manpower. Post- World War II shortages of man- 
power, particularly in science and engineering, have emphasized the 
close ties of business corporations /ith the universities and colleges. 
Corporations have expanded recruitment in the colleges and par- 
ticipated in programs designed to attract additional students into 
science, engineering, and business administration. They have reached 
back into the high school to encourage young people through scholar- 
ships and traineeships to further their education. And they have 
helped in raising the scientific preparation of high-school teachers 
through exchange and other programs between industry and col- 
leges. Many corporations have financed advanced education for some 
of their employees as a way to aid in the recruitment and retention 
of needed trained manpower. 

# ^ r °lc of research in industrial development has long been recog- 

nized. Some of the more important industrial laboratories date back 
before the present century. But since World War II the accelera- 
tion of scientific advances and technology has produced new require- 
ments for industrial research. Indeed, industrial research and 
dev opment have been accelerated by more widespread recognition 
of the profitability and payoff of research. Industry’s research and 
development bill amounted to $8.2 billion in 1958: it is estimated 
at $10 billion in I 960. 1 

There is every indication that the pace of innovation will be 
further accelerated in the decade ahead. While research conducted 
by industry in its own laboratories is concerned principally with 
application of knowledge to specific improvements of products and 
processes of production, expansion of basic research is recognized 
more and more as the cornerstone of applied research. 


director, Bnr **° ot Government Research, Indiana University. 

° f D * t9 °* -* Development. 84 : 1 , 


250 


FINANCIAL RESOURCES FOB HIGHER EDUCATION 251 

The story of corporations and higher education is not unlike the 
story of government and higher education, or that of any other 
segment of our society and higher education. It is a story of in- 
creased dependence on colleges and universities and greater respon- 
sibility for these institutions. The more complex the base from which 
we start, the greater the complexity of advancing further. The 
knowledge of simple mechanics and mechanical arts needed in the 
19th century is no longer the basis of technological progress. The 
transformation is dramatized by man’s achievement in outer space 
and is brought coldly home in the destructive force of his splitting 
of the atom. When machines are constructed that think and remem- 
ber, the challenge to humfcn brainpower becomes not less but more. 
And it is in this climate that business firms are reassessing their 
benefits fr6m investment in education and their obligations for con- 
tributing to development of the Nation’s brainpower. 

The financial contributions of corporations to higher education 
take many forms. Some corporate funds go out in the form of 
educational fringe benefits to employees or even more directly to 
training of employees as an expense of business. Some represent 
contractual payments for research performed. Still other funds rep- 
resent charitable giving. Some of the corporate funds spent for 
higher education go directly into the financial accounts of colleges 
and universities. Others are given as financial aid to students directly 
by the corporations and do not appear in the financial accounts of 
the colleges and universities as corporate funds. Some corporate 
funds are contributed through foundations; other amounts are paid 
directly without an intermediary. This brief description is not in- 
tended to set up a precise classification of forms or methods of cor- 
porate contributions, but to suggest that the data available on amounts 
of corporate contributions to higher education often relate to specific 
forms of support and exclude others. * 

EDUCATION AND TOTAL CORPORATE GIVING 

Corporate giving for all philanthropic purposes (defined to accord 
with the definitions of “contributions” reported by corporations under 
the Federal internal revenue laws) amounted to $395 million in 1958 
and is expected to almost double by 1970 (table 1). In the prior 
12-year period from 1946 to 1958, corporate giving for all philan- 
thropic purposes rose from $214 million to $395 million. Charitable 
and educational giving amounted to 1 percent of corporate net profits 
before taxes. 

. ' 9 

The amount of corporate funds used for educational and welfare 
purposes is greatly understated by such data. For example, corpo- 
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rations have been expanding their provisions for health and other 
insurance protection for their employees at the same time as they 
* beei } ^creasing educational services and benefits for them. 
Ihese activities properly become an expense of doing business and 
are not charitable or educational “giving,” but the impact and effects 
in the community as a whole are not very different from the effects 
of philanthropic activities. 

i LE !•— Corporate philanthropic contributions, amount and as percent of 
profits before taxes, by year, 1936—58 

(Amounts In millions} 


Voar 


1936 

10*7... 

1938. 






1939—...*.. 
1940 

194 U 


* 




1946„ 

1951 

1952 






1954. 

1956...^ 







Total 

corporate 

profits 


$7,771 
7,830 
A 181 
7,178 
0,348 

16,675 

23,380 

28,126 

26,547 

21,345 

25,300 

81,615 

84,588 

28,387 

42,518 

43,405 

38,735 

80,801 

36,721 

47,040 

47,413 

45,073 

30,224 


Contributions 


Amount 


$30 

33 

27 

81 

88 

58 

08 

159 

234 

256 

214 

241 

230 

223 

252 

341 

300 

405 

314 

415 

418 

410 

805 


Percent of 
profits 


0.30 

:*2 

.66 

.43 

.41 

.35 

.42 

.57 

.88 

1.24 

.84 

.76 

.60 

.78 

.60 

.78 

1.03 

1.24 

.86 

.87 


.03 

1.01 


Sotnca: U.0. Tnuarj D«p«tm*nt. OatUtk* of Income, Corporation Income Tax Return* 

Figures that are directly comparable, showing the distribution of 
these contributions by purpose, a^ not available. However, survey 
ata throw some light on the pattern of corporate giving (table 2). 
lm major share of corporation funds goes for welfare, health, and 
education. Changes m the distribution of corporation contributions 
since 1947 and even since 1955 indicate that education is getting an 
increasingly larger share of total corporate giving. Tile relative 
share for education has almost tripled since 1947. Moreover, a part 
of the giving for other purposes, such as gifts to voluntary health 
agencies, are in turn devoted to purposes that channel funds into 
coUeges and universities. In 1968, for example, about $30 million 
of the income received by voluntaiy health organizations through 
contributions was devoted to research, and a substantial share of this 
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amount was for research in colleges and universities. About $9 mil- 
lion was spent for research by the American Cancer Society, and a 

similar amount by the American Heart Association.* * 

TABLE 2. Percentage distribution of corporate contributions, by area of sup- 
port, 1947, 1948, 1955, and 1959 1 . , P 


Arp* of support 

1047 

IMS 

1056 

1059 

Total 


tnn a 

1 /W\ a 

100.0 

Community chests and united funds. 

iUU* v 

1 W.U 

100*0 

(i.t 
2 . 4 

SO 1 



National health agendas 

w. 9 
| 7 

*». a 

i * 

isk 1 
1.6 

Hospital... 

i« i 

4 IT 5 

r 14 a 

1 <9 

EDUCATION 

AO. 1 

lit 4 

A 6 

•i • 

10. S 

All others 

AO. 4 

on o 

11 J 
<wt w 

91.1 

90 A 

Ml 1 



A 7 

22.4 

25.7 


rorrey* eondurted >y tl *e National Industrial Conference Bowd and reported for 
Board Butinest Record. New York, National Industrial Conference 

JnriA !OHl fit* IMV 1 K 4m 14. . if . V • • a. . 


— * M vau OUI » v TO WAiUL 

1947, 1948, and 1969 In Tkt Confetnct 
Board, Inc., January 1960, p " 


"S»lP' »• “ d l*eCpT«; foFiaM In cSC/U 

iasa*Tha (SSlniM '» Bnsln r *5 ? oll ,'Z;J^S- *• New York, NatloneJIndustrinl Conference ‘Board, In a., 
I'n^ei^d^^lSefl 0 ^ by tbe#e dAt * oovor6d 71 “rporaUtm* In 4947, 79 oorporaUons In 1948, l*f 

The Council for Financial Aid to Education has estimated that 
something over $136 million was given by American business "con- 
cerns (including company foundations) to higher education in 1968.* 
This includes extensive grants in the form of fellowships and scholar- 
ships given directly to students. Business gifts given directly to 
institutions of higher education in the college fiscal year- 1958-69 
amounted to $98.5 million, according to the council. Of the total, 
$68.9 million was given for current operations and $29.6 million for 
capital purposes. The money was contributed for the following 
purposes.* 

# Amount 


Purpoto 

Total 

(millions) 

Percent 

100.0 

20.7 

25.0 

on a 

Unrestricted use 


Physical plant 


Research 


Student aid 


w. O 

15.5 

8.8 

8.2 

Faculty compensation 
Other purposes 



A roughly similar picture emerges from data compiled by Selma 
Mushkin and Eugene P. McLoone of the Office of Education, U.S. 
Department of Health, Education, and Welfare (table 3) . 

Previous su^eys by the Council for Financial Aid to Education in 
1954r-55 and 19^6-67 indicate that the proportion of unrestricted gifts 

>Th * Conference Board Butinei* Record. New York, Rational Industrial Conference 
Board, June 1961. 

• Voluntary Support of America’* OoUeget and Univoroitie*. New York. 

Council tor Financial Aid to BducaUon, 19S0. p. dp. 
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from business concerns has been increasing, as hasHhat of indirect 
gifts given to colleges and universities through State, regional, and 
other joint fundraising associations, which then redistribute the gifts 
to the member educational institutions. ( ' 

(' 

TABLE S. Gift* and grants by foundations and corporations or other business 
firms to colleges and universities, academic year 1957-58 1 


[In thousands] 


Purpose 


Olft* and grants for— 
-Ail purposes 


Corporations and other business** 
Foundations.... 


Current operation... 


Corporations and other business** & 

Foundations 


Plant funds.. 


Corporations and other businesses. 
Foundations 


Endowment funds. 


Corporations and other businesses. 
Foundations 


v. 


Other special funds. 

Corporations and other businesses 
Foundations “ ‘ 


All college* 
and 

universities 


$108, 610 


78,148 

122,302 

106,040 


66,838 

40,811 


46,103 


12,608 

32,085 

47.065 


7,500 

30,406 

^013 


212 

401 


Public col- 
leges and 
universities 


Private col- 
leges and 
universities 


$52,790 


22,308 

30,371 

39.537 


10,082 

10,866 


10,031 


1,270 

8,701 

Tooo 


1,306 
1. 614 


202 


51 

241 




*1*5.739 


53,748 

91,991 

eft, 112 


3ft, 15(1 
29.956 

35.152 


11,238 

23.924 

44,14ft 


k 


106 

061 

310 


160 

100 


Education, and Welfare. Offloe x>f Eduoatira! 


The council also reports that corporations and business concerns 
increased their contributions to higher education by 149.7 percent 
from academic year 1954-55 to 1958-59. However, most other groups 
of donors increased contributions at a higher rate than business' 


, T?, 3 ^le 4 )‘ p «rhaps the most interesting and significant part 
of the table concerns the high level of contributions from individuals 
™ r ^ v6rnm ® nt - Alumni^ and other individuals contributed 
$281.9 million, or 37.5 percent of the total, in 1958-59, and voluntary 
contributions from governments amounted to 16.6 percent of the total. 
Corporate and foundation giving (table 3) amounts to less than 
percent of total current-fund income if institutions of higher ed- 
ucation. In contrast, total payments from government amount to 42.7 
percent of current fund income. Overall, corporations appear to be 
increasingly aware of their resj^hsibilities to higher education. They 
are increasing their contributions. Yet (heir gifts do not constitute a 
i&rg* share of total funds for higher education, and they remain 
of the great, largely untapped reservoirs of support. 
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TABLE L — Voluntary contributions, by groups of donors to institutions of 
higher education, 1954-55 and 1958-59 

(Amount* In mlfcona] 


Donor* 


Government! 

Individuals and/or families *. 

Ahimni(ae) 

Nonalumni. non church group*. 

Governing boards^ 

Business concerns.^ 

General welfare foundations. 

Religious denominations. . 

Other sour 088 

Bequests, trusts, annuities.. 

' Total. 

Institutions reporting. . 

1 R 00 ® include appropriations or other specific grants made by statute. 

1 Covers tndivldu&b and families not included in othw groups. 

• These gifts were credited to donors in other categories hi 1068 - 50 . 

P y »! uniarr */**"*'• 


1964-A5 

1968-59 

Percent 

change 

mo 

30 9 
52 1 
117 
9. 7 
39.4 
SO. 2 
410 
15.3 
47.0 

0124.8 
120 3 
1515 
514 
24.4 
914 
813 
54 2 
15. 0 
l 1 ) 

+8111 

+3111 

-flOlO 

+iao .2 

+ 153.1 
-140.7 
+75.8 
+40.8 
+10.6 
(*) 

335.1 

751 3 

123. » 

728 

1,071 

+47. 1 


TABLE S. — Current-fund income of institutions of higher education, by control 

and source of income: 1957-58 1 

[Amounts In thousands] 


7 


Source 


TOTAL CURRENT-FUND IN- 
COME 

Educational and general Income 

Tuition and fees from students 

Federal Government. 


Veterans* tuition and fees * 

Land-grant institutions (regular 

appropriations) 

Research 

Other purposes.... 


State governments 

Local governments .... 

Endowment earning* 

Private gifts and grants... 

Related activities 

Saks skd servlesa-*. ... 

Other i 


Auxiliary enterprises^. 
Student aid inoome 


Public and private 

Public 

Private 

Amount 

Percent 
of total 

Amount 

Per cent 
of total 

Amoqnt 

Percent 
of total 

. $4,678,613 

100.0 

$2,666,401 

100.0 

$2,019,113 

100.0 

. 3,762,633 

80.5 

2, 174, 074 

81.8 

1,588,458 

717 

030,111 

20.1 

274,181 

10.3 

554,020 

32.0 

712,431 

1A2 

302,621 

14.8 

819,910 

15.8 

5,066 

.1 

1,335 

.1 

S720 

.2 

83,037 

1.8 

82,296 

11 

1,643 

.1 

534,880 

1L4 

232,776 

18 

801,618 

14.0 

80,049 

1.0 

76,114 

2.9 

12,935 

.6 

1,156,637 

24.7 

1, 128,896 

42.6 

27,543 

1.4 

120,380 

2.8 

121,843 

4.7 

S546 

2 

181,638 

A0 

IS 881 

.6 

165,758 

12 

324,071 

7.0 

68,774 

2 8 

25S107 

12.7 

100,303 

4.8 

10S400 

4.1 

00,002 

4.6 

47,448 

1.0 

30,854 

1.2 

IS 584 

.8 

71.705 

1.5 

2S716 

1.1 

42,069 

11 

.641,839 

ISO 

448,980 

110 

802,550 

114 

71,443 

L5 

33,338 

L8 

W 104 

L0 


! P** ** *5 MPSfOs United Statea-SO State* snd the outlying parts. 

TT J V I ^ nd * > MUoa «a d few for World War H «pd flighted wHhm only. Exclude* tultkm tad Urn tor 
Korean veterans enrolled Under Public Law 660. 


Souiat: Preliminary data 
□cation in tbs United States, 1 
Ed uc ation. 

esoiss—03 IS 


antistie* #/ tffcftsr Siuemtkm. tm-SS, Biennial Survey of Ed 
8. Department of Health, Education, and Welfare, Office of 
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PU FUNDS IVATE C0MPET1TI0N p OR CORPORATE 

Each crop of new entrants at our institutions of higher eduroti™ 

S™ n :rv h i' necds i insti,uti ^ fit 

problem of higher education and of 

oolW° nP T “ 18 th ® C ° ncern that the lack of support mav preverft 
“I U NaS 1M fr ° m ^ ,h " r "*«»*'«• iodus- 

f . P , r ‘ Vate f 1 " Stltut,ons of hi £ her education have been plagued by prae 
ical limitations on tuition charges and by the overall inadequacy of 
alumni support and of private gifts, large as they may txT Pu bl J 
institutions have borne the brunt of the student population explosion 
and the increasing competition for State funds required by programs 
or mental health, welfare, and highways, and 

< wnands for increased State aid to relieve the burden of local school 

A striking characteristic of higher education today is competition 
competition for students, faculty, and money, and con^Z in 
c um o enngs and public service programs designed to achieve 
excellence m teaching, stature, and influence. Such rorn petition hns 
been instrumental in raising faculty salaries, attraZg“able 

qualify ^the mU™ W ° rld * increasin & th ° quantity and 

quality of the college student population, and expanding the public 

rnce functions of our colleges and universities at home and abroad ' 

This competition has generally been on a school-to-school basis 

? fi r cing - In fundraisi ^ St has been^uraWor S 
schools to split into two groups private and public. Public institu 

ftind^wr, lti ? &lly reCeiv ^ he bu,k of tlfeir support from State' - 
sup^l7 7 tltUti0nS have relied on tuition charges, alumni 

foundations!^ * ^ corporations, and 

hatVnt^eiToIrts^ PUbHc a " d P rivate ^titutipns 

t „ * e f ch t othert financial preserves. Private institutions have 

urped increasingly to governmental sources of revenue. Aid from 

m^dUom 0 ^ S0 ’ IrC “ h “ ^ Iimited for “>0 ®ost part to traditional 
in^ma t««>-exemptions that hare bean expanded 

In some States to include exemptions from other taxee-on busin*» 

JXZZ? Who ! ly °, r b 7 educational institutions. At 

patuig equally or more fully than previously in most Fhderal-niL^ 
for grent, ^rch, and other aids for higher £SS??ZfZ 
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available data indicate that private institutions actually receive a 
larger proportion of their total incomes from the Federal Government 
than do public institutions, 15.8 percent versus 14.8 percent (table 5). 
If appropriations to lancj -grant colleges are removed from the totals, 
private institutions are well ahead of public ones with 15.7 percent 
versus 11.7 percent. Equal consideration has been given to public and 
private institutions in awarding student scholarships, fellowships, and 
loans, including loans for dormitories; research grants made by the 
National Science Foundation, the National Institutes of Health, and 
t he Office of Education ; the various oversea programs ; and the current 
efforts to expand programs for facilities and student aids. Federal 
funds for research comprise the largest part- of the Federal outlay 
for higher education. 

Public institutions, on the other hand, have called on the major/ 
corporations and foundations for support. They ha\fltfftruod that 
they are unable to attain their greatest usefulness or mS&e excel- 
lence of the best private colleges without supplement in |H*ir public 
appropriations from private sources. 

It would be easy to exaggerate the conflict for funds between public 
and private institutions. In some States, such as Indiana and Ohio, 
amicable arran^pments have been worked out by the presidents of the 
various institutions whereby the "private institutions are given exclu- 
sive opportunities for solicitation of corporate support in the State, 
and they in turn either assist in justifying budget requests of public 
institutions or at least give tacit, support 

Nevertheless the scramble for funds from every available source is 
raising what might bewailed jurisdictional problems, mainly in the 
area of corporate and foundation giving. ^ The States are not likely 
to contribute significant sums for the support of private institutions, 
except possibly through aid to students. Whatever expansion of Fed- 
eral programs or Federal support occurs will probably continue on 
an across-the-board public-private basis. Both groups are expected 
to look to corporation and foundation support with increasing com- 
petitiveness, however. 

METHODS OF DISTRIBUTING FUNDS 

As corporate and foundation grants become larger and competition 
for them intensifies, the basic question of ‘>ho gets what” will require 
a reevaluation of present practices. 

Harry W. Smith, executive secretary of the Westinghouse Electric 
Fund, summarized the situation in 1956 when he said : 

The case for some corporate assumption oi social responsibility for college 

and university needs is now so clearly established that current concern may 
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or generally acceptable rfnd self-limiting. 
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though many public institutions had lower salary seal&s than similar 
private institutions. The presumption obviously was that public 
institutions could get equivalent salary money from tiieir State 
legislatures. 

Similarly the major program initiated by the Ford Foundation in 
1060 with * * grant of $46 million to live specially selected universities 
was, according to foundation president Henry T. HeAld, part of a 
>''[>t.vial program to consist of large, unrestricted grants to a few 
privately supported universities. Announcing the grant, Mr. Heald 
said. It is essential to the welfare, of the Nation that each part of 
its traditional dual system of higher education— the privately and 
publicly supjKirted colleges and universities — remains strong and 
reaches higher levels of performance.” • The total exclusion of public 
institutions from this program apparently presumes that public funds 

will always be adequate to enable, public institutions to achieve their 
aims. 

Many coq>orations have followed a similar pattern and have cut 
off support to public institutions. The Columbia Broadcasting Sys- 
tems Frank Stanton, announcing the corporation’s original higher- 
education-support program, which limited aid to private schools, 
said : 

These Institutions have a sjxvial problem which separates tfrern from 
the tax-supported State and other public Institutions. . . . But because of 
the different basis of, support on which our privately endowed institutions 
depend, we are concentrating our contributions in this area. . . .’ 

Although General Motors scholarship plans are not limited to private 
institutions, its foundation program was conceived as exclusive as- 
sistance for such schools. A General Motors spokesman, explaining 
the company’s decision, stated that— 

The public institutions can meet these costs through higher taxes. The 
private institutions, on the other hand, face a more difficult jkoblem and have • 
turned to the corporation as one source of additional support We believe 
il la sound to provide such assistance andNfc this way aid tn preserving the 
historic balance between enrollment In private colleges and universities 
and that In Unsupported institutions.* 

The 1958-59 data of the Council of Financial Aid to Education are 
revealing m this regard. Excluding junior colleges, public institutions 
had about half of the enrollment of reporting institutions, but received 
only a fourth of corporate contributiona The comparison is even 
more dramatic between the major private and public institutions on 
a per pupil basis : 


•Lomitville OoertorsfewwaJ, Sept. 25, 18«0. 

’ National Industrial Conference Board, op. dt., p #8. 

* Ibid., p. 108, 
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Gifts from all souroes allow a aimiliar range among private and 
public institutions for U 10 same year: 


4c#no## gift 
per itudmt 


Type #/ if^l 

Professional and specialised^.. 

Major private univenUties ’ ‘ 

I*rlvato coeducational ln*UtoUona.”'"~”~"" 

Private women's colleges 453 

State Inatltutlona ***• 

Municipal colleges and uni rend ties 

" „7 “ iKtituUon.’ financial accounts, we find that 29 per- 
«nt of gifts and grants from corporations and boainasa firms were 

ones (table 3). Tliesc data include contract funds for research 
bor some corporation* the rationale of cutting off all support for 

OL^“°" 8 T b “ n: “ W ° 8upport - T0U through our taxes.” 
Other corporations have taken the middle ground. They continue 

to contnbute (o both private and public institutions of higher cduca- 
tion, W reduce their grant* to public institutions to compensate for 
their contributions to such institutions through State taxpayments 

h “ workM °«t » formula under which 
rlTPr “ *" 0w “ nc8 foi* Slate Uxpaymenta when making grants 

public s ! : nst " ut , ,0ns - M “* however, make no distinction C 
pnWic and private institutions in their gift and grant program.,. 

soWed ih ^ U '“ a,tuati ™ “ lhit "0 one baa adequately 

solved the problem of measurrng the amount of support that corpora- 

PUbI !° imUuti0Ba throuKh their Is it more 

thsTLpT he,r ,«™" s . t<> Private institutions! The corporations 
puw7n«p U r L Private institutions because they eontribute.to 
publrc uBUtuttons through therr taxes obviously are not aware that of 

S7 Wmer,te which 8° to institutions of higher educa- 

‘ n b ? private institutions (see table 6). 

CTu COrpor * tlons that contribute equally to all institutions 
■W higher education are not aware that private institntions receive 
catbJ? 4 Percent of ell State and local appropriations tor higher edu- 
cation. Even where a formula isijaedto make an allowance tor tax- 
payments, there ie no well-developed basis for measuring corporate 
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taxpayments or the proportion of such payments that are received 
by public institutions; and at best the results would be applicable only 
to the corporation making the calculation. 

As corporate grants grow, the fundamental question of allocation 
among public and private schools will assume greater importance in 
the financing of higher educational institutions. This would appear 
to justify a more detailed examination of the situation, as follows: 

MEASURING TAX SUPPORT BY CORPORATIONS 

As far as the Federal tax dollar is concerned, it is clear that then* 
is little ground for a corporation^ differentiation between public and 
private institutions of higher education in making private grants 
when all other factors and motivations are equal. Private institutions 
which haw approximately half of the total enrollment in the United 
States, received a little less than half the total Federal grants to 
higher education in 1957-58, the latest year for which data are avail- 
able. Since Federal tax laws are uniform throughout the United 
States, whatever proportion of the corporate tax dollar goes to higher 
education is shared by public and private institutions. In this sense, 
public and private institutions as a whole are in equal need of income 
from private sources, corporate or otherwise, although there are 
important differences among individual institutions in both categories 
because the largest universities receive the bulk of Federal moneys. 

The distribution of the tax dollar at the State level is in sharp 
contrast to that at the Federal level. Only 2.4 percent of all State 
and local public appropriations for higher education are received by 
private institutions. It is at this level that it will be fruitful to ex'- 
plone the problems of differences in corporate tax support of public 
and private institutions. 

State corporate taxes are not uniform ; nor are State appropriations 
for higher education. Corporate tax burdens vary by State, and 
the proportion of oorporate tax dollars received by each State’s pub- 
lic institutions also varies. It is therefore necessary to compile data 
in each of the 60 States in order to pinpoint whatever differential 
exists in public and private support. 

The answer to the limited question of oorporate tax support of 
publio colleges and universities involves three basic sets of data in 
each State. First, we must know how much tax money was received 
by each publio institution of higher education in a given period. 
Seoondly, we must calculate the total pool of tax money. This infor- 
mation enables us - to determine the percentage of tax money the 
institution received, which can be used £Sia basis for measuring the 
ext4mt of publio support for the institution. Thirdly, we must deter- 
mine how much of the total tax pool was collected from corporations. 
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"," re n0 ‘ of the woods j;et- States often finance educational 
° f bond re ™ nu «- Th “* not tax revenues, except 
T , ,ni IT’ IO Pay ‘" ,<!rest or V'ncipnl on such bonds. 

o'phsi j for h hH^r IC i W6 -‘ are money9 paid t0 UIl ' ver sity -ope rated 
■u“>™n 0 / J f mg - ° har “ lSe8 ar ° in effcct latt payments in 

support, of one of the university's academic functions. 

A special problem arises for capital appropriations. In most States 
UK appropriations are made only as urgent needs arise. To make a 
fair test of tax support, of higher education, an average figure of 

capital appropriations over an extended period of from 4 to 10 years 
may be necessary. 

SOURCES OF TAX SUPPORT 

It is relatively easy to determine how much tax support, a miblic 

'mciaTT f f Ugh r edUC f ' 0n receiv08 ' U is more difficult, and more 
. ’ define tho total pool of tax revenues out of which appro- 
priations for higher education are made. The three components of 
us problem are: (a) the separation of public revenues into tax and 
nontax categories; (b) the distinction, if any, between general-pur- 

in 1 and , taXeS IeV16< ! for re R’datory purposes or special uses; 

and { c) the inclusion or exclusion of local tax revenues. 

We am easily set apart from other revenues intergovernmental 
receipts and receipts from State-owned or locally owned public facil- 
. ts. Albo not classifiable as taxes are fees received in the operation 

0 medical facilities, toll roads, utilities, garbage and sewer systems, 
and commercial enterprises, such as liquor stores, as well as insurance 
trust receipts (including teachers’ and State employees’ pension ■ 

1 ^ds), interest, and miscellaneous receipts from tines and the like. 

1 fi hi ° re vox i ng problem emerges after tax revenues are properly 
< efined Some taxes are obviously imposed for general revenue pur- 
poses; others, such as gasoline taxes, may be imposed for special pur- 
poses benefiting the taxpayers and the revenues put into dedicated or 
earmarked funds; still others, such as professional and business 
license fees and severance taxes, may be levied in token amounts and 
designed specifically for regulatory purposes 

When the State imposes a levy on a particular group of persons for 
the exclusive benefit of that group, or in the public interest as a 
regulatory measure, there is justification for treating such revenues 
separately from the general pool of State moneys available for educa- 
tion and oilier general purposes, just as it is necessary to exclude from 
the pool of public funds tuition fees paid by students, .even though 
sue fees are part of the funds available to institutions of higher 
education. Tuition fees are used for the exclusive and direct benefit 
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of the payees just as motor vehicle taxes are used to build highways 
for motor vehicle taxpayers. 

Care must be exercised in dealing with this problem. It is one 
thing to exclude severance taxes on oil when they are used exclusively 
to control the rate of production of oil an^gas, and it is another to 
exclude such revenues when they are used wholly or partly for educa 
fon or t>«her general purposes. The rule would be, then, that to the 
extent that tax revenues or fees are classifiable as user taxes or regula- 
tory' taxes, they are not part of the revenue pool out of which public 
institutions of higher education derive tax support; to the extent that 
such revenues are used for other purposes, they would have to l»e 
considered as part of the total revenue pool, even though earmarked. 

Hence all sources of general revenue such as property, sales, income, 
and transfer taxes would be part of the revenue pool, except where, 
as in the ease of motor fuel taxes dedicated for highway purposes or 
aJcohoiic beverage taxes used for control of the alcoholic beverage 
industry, they would come under the exclusionary rule explained 
above. The same would apply to special business taxes, such as 
franchise, privilege, and occupation taxes, and to miscellaneous taxes, 
such as poll, parimutuel, and admission taxea 

Usually when we refer to State^ taxes we mean just that— taxes 
imposed and collected by the State. Since almost all regular appro- 
priations for public institutions of higher learning are made by the 
State, the total pool of taxes as defined above could be expected to be 
limited to revenue from State taxes. Yet even the most superficial 
analysis of State tax structures reveals that States differ widely not 
only in the proportions of taxes collected at the State and the local 
level but also m the amount of State aid given to local communities 
and in the dependence upon business taxes to support State and local 
functions. In Indiana,- for example, many corporations pay extremely 
bght State taxes and heavy local property taxes! In West Virginia,* 
the State taxes are much heavier and the local taxes lighter. In 
Nebraska and California the total burden is likely to be more evenly 
balanced. Where State aid to local comntunities is extensive, the 
proportion of State taxes to local is high; and where State aid is 
minimal, the State tax burden is comparatively light. In States when* 
local functions are locally financed, the total of State tLes will t 
materially lessened and the appropriation for public institutions of 
higher learning will amount to a larger proportion of State tax reve 
nues than it does in States where a major proportion of local functions 
are financed by State aid. Under the latter conditions most taxes will 
be levied by the State; and the appropriation for higher education 
even though the same as in the first instance, would appear to amount 
to a much smaller proportion of th£total tax pool. 
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For all of these reasons no valid or consistent, data can be derived 
unless the amount of a State’s total tax pool is calculated by including 
loth State and local taxes. This does not amount to a paper 'reduc- 
tion in corporation support for higher education because corporate 
inpayments to State and local governments will necessarily be in- 
cluded m the total of corporate taxpayments, from which their tax 
support of higher education is credited. 

TAXES PAID BY CORPORATIONS 

Having determined the amount of tax support of an institution 
m a State and the tax sources available for this support, we still must 
seek an answer to “How much is paid by corporations?” On the 
surface it would appear that corporate taxes are easily distinguish- 
able from noncorporate taxes. The corporation income tax and the 
personal income tar are obvious examples. Rut does the corpora- 
tion ultimately pay the corporation income tax? The economist will 
argue that such taxes are ultimately borne by the shareholder through 
reduced dividends or are shifted to the consumer through increased 
prices, or to the employee through reduced wages. This problem 
need not concern us here because whatever the ultimate incidence of 
corporation taxpayments, the same incidence would apply to corpo- 
rate 'contributions to private institutions of .higher education. 

If we limit our analysis to initial tax payments, we need only deter- 
mine: (a) which tax payments are drawn from funds from which 
the corporation contributes also to private institutions, and ( b ) which 
payments are made by corporations while serving only as collection 
agencies for taxes imposed directly on individuals and other 
consumers. 

The collection-agency criterion is a simple one from a legal point 
of view because the law, in virtually every case, will specify whether 
a business entity is serving as a collection agency. Whenever the legal 
liability for the tax is on the consumer (as in some sales, use # excise, 
and gross-receipts taxes) or on the income earner (as in withheld 
taxes), such taxes would not be counted as taxpayments by the cor- 
poration, although the corporation may be required te collect the tax 
and turn the money over to the State. Rut sales and excise taxes 
paid by corporations as consumers of taxable goods would be treated 
as corporation taxes. 

Legal liability should not be the only criterion for determining 
who directly pays a specific tax. The legal liability of a sales tax 
may, for example, rest upon the retailer primarily for administra- 
tive convenience. If, however, the law allows the retailer to collect 
the tax from the consumer, and retailers generally do so, that tax 
should be considered a direct tax on consumers. For determining 
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(ax payments attributable to consumers or income earners, other 
criteria would be (a) the allowances to business firms for collection 
and (ft) eligibility for tax refunds or for tax deductions. 

In general sales, use, and excise taxes as well as withheld income 
axe* * would be allocated to consumers and income earners. Manu- 
facturers’ excise taxes, payment of which is a legal obligation of 
t ie manufacturer unless there are mandatory provisions in the law 
for shifting them, would be attributed to business firms. Gross- 
receipts, business activities, value-added, gross-margin, and insurance 
gross premium taxi's would be counted as business taxes except where 
the law explicitly requires or allows shifting. of the tax to the con- 
sumer. Utility gross receipts can be assumed to be consumer taxes 
without regard to the legal obligation to pay because of the special 
circumstances of rate fixing. 

Kven if these concepts and definitions provide an adequate and 
satisfactory basis for determining the extent of corporate tax support 
of public institutions of higher education, there remains the question 
of the availability of required data in State and local records. As far 
as is known no State segregates taxpayments by corporations with 
fegard to all State and local taxes. Data on taxes that are paid 
exclusively by corporations can be readily obtained from official 
reports m most States. On taxes paid by corporations and noncorpo- 
rate taxpayers, corporate payments must be segregated and totaled 
On taxes paid directly to the State, it is possible to examine adminis- 
trative records to make this breakdown. 

Local taxes, especially the projierty tax, present formidable prob- 
lems because property taxes on corporations are not separately 
worded and administration is usually decentralized. Sampling pro- 
cedures would normally have to lie used. v 

These arc the major considerations in calculating the amount of 
corporate tax support for public institutions of higher education 
A rundown of the situation in one State A will perhaps give a dearer 
picture of the recommended technique.* 

ariTot*! r ? 1 venup of Stat6 and local governments in State A in 1959 was 
f ,13 ‘ of $ 106 m dlion was intergovernmental revenue 

frorq the Federal Government and $213 million, nontax receipts, 
making total State and local tax revenues $818 million, as follows; 


Item 

General property 

Income 

Motor vehicle 

Excises 

Public utility 


Amount 

(millions) 

*414 

170 

— Ill 

85 

— 86 


Item 

Employment security 

Inheritance and gift III 

Insurance 

Occupations and licensing 


Amount 
(miUiot u) 

— *27 

12 
8 
6 


• The following data are preliminary figure, in one State from a pilot atu«r ^ ... 
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Motor vehicle, employment security, and all but one-half million 
of the occupations and license taxes are classified as user or regulatory 
taxes as defined previously. Hence the State and local total tax pool 
out of which the State university received its appropriation that year 
was almost $675 million. 

Surveys of tax records revealed that corporations paid $100 million 
m property taxes, $48 million m income taxes, $26 million m utility 
property taxes, and $8 million in insurance taxes for a total of $182 
million, or slightly over a fourth of the State and local tax pool. 

1 ho net appropriation from State and local governments to the 
Stato university for academic purposes (operating and capital) 
amounted to $28 million alxiut 4 percent of the total revenue avail- 
able for general State and local purposes. The university therefore 
receiied the equivalent of about million from corporate taxpayers 
m the State. Furthermore, 4 cents out of each corporate tax dollar 
was allocated to the support of the university. 

Each corporation paying taxes into the total tax pool in State A 
could easily calculate its contribution to the university by multiplying 
its total taxpayments by 4 percent, being careful first to deduct motor 
vehicle, employment security, and occupational taxes from its total 
tax bill. Similar calculations could be made for each public and 
private institution of holier education receiving appropriations from 
State and local govemniental sources. 

These data could be combined with known information about volun- 
tary corporate and governmental support of public and private insti- 
tutions and about enrollment, out of which meaningful comparisons 
could be made by educators, public officials, and corporate and founda- 
tion officers in planning for equitable financing of institutions of 
higher education in the United States. To be useful on so broad a 
scale, it would be necessary to calculate corporate tax support in every 
State or at the very least in a representative sample of States, and the 
results would have to be revised whenever significant changes were 
made in State and local tax burdens. 

VOLUNTARY CONTRIBUTIONS OF CORPORATIONS 

This chapter has left unanswered the question of how much corpo 
rations should contribute to higher education. We have emphasized 
the problem of how corporations should allocate contributions because 
the record indicates that corporate support is quite low in relation to 
other sources of voluntary support, and that corporate benefits from 
institutions of higher education will continue to increase rapidly. 
As corporate contributions increase, need for a solution to the problem 
of equitable allocation of support among institutions of higher edu- ' 
cation will become more urgent. 


